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GERMAN DEMOCRATIC REPUBLIC

Journal Critiques Joint Enterprise Laws

Operations, Jurisdiction Discussed

90GEQ060A East Berlin NEUE JUSTIZ in German
Vol 44 No 3, Mar 90 (Signed to press 12 Feb 90) pp 92-96

[Article by Dr. Woifgang Buchholz and Michael Sternal,
scientific colleagues of the Office for the Legal Protec-
tion of the Property of the GDR: “Selected Legal Ques-
tions in the Founding and Operation of Enterprises with
Foreign Participation in the GDR”]

[Text] The law on the amendment and supplementation
of the Constitution of the German Democratic Republic
from 12 January 1990 (GESETZBLATT I, No 4, p 15)
[Legal Gazette] that involves the modification of Article
12 and the inclusion of Article 14a in the constitution as
well as the decree on the founding and operation of
enterprises with foreign participation in the GDR from
25 Janaury 1990 (GESETZBLATT I, No 4, p 16)' went
into effect on 30 January 1990. It is now possible in the
GDR to establish enterprises in which foreigners—from
East and West—appear as joint owners, enterprises that
are frequently referred to in journalism as “joint ven-
tures.” With the admission of such enterprises, the GDR
is opening itself up in an important area of the economy
in the international division of labor and cooperation,
which should serve, in particular, in a more rapid
modernization of fixed capital in plants and combines
utilizing foreign capital. The founding and operation of
enterprises with foreign participation in the GDR raises
a number of complex economic and legal questions. In
the following, mainly those problems are commented
upon that may be of importance for the operation of the
agencies dealing with the administration of justice.

Relationship of the Decree to the Legal Bases of
Company Law

For decades, questions of company law in the GDR have
played only a subordinate role. A number of state-owned
enterprises that were active in foreign economic opera-
tions in particular utilized the legal forms of the com-
pany with limited liability (GmbH) and the corporation
(AG). In addition, specifically the limited partnership
(KG) and the partnership (OHG) were the typical legal
forms of the private and semistate concerns in the GDR
until they were converted into national property in the
early 1970’s.

The legal bases for these company forms in the GDR
were the law on corporations and companies on shares
(Stock Law) dated 30 January 1937 (REICHSGESETZ-
BLATT I, p 107, Ber. pp 588, 1,140), the law regarding
companies with limited liability (GmbH Law) of 20
April 1892 (REICHSGESETZBLATT 1892, p 477 and
REICHSGESETZBLATT 1898, p 846 with further
amendments in the years 1926 through 1937) as well as
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the Trade Code (HGB) of 10 May 1897 (REICHGE-
SETZBLATT, p 219 with amendments in the years 1902
through 1944) for KG and OHG in the respective valid
versions.

After 1945, the application of these laws was modified
through the decree on the transfer of the affairs of the
voluntary jurisdiction (Transfer Decree) of 15 October
1952 (GESETZBLATT, No 146, p 1,057) with respect to
the registration of the trade companies.?

With the legislation on enterprises with foreign partici-
pation in the GDR, recourse is taken to the traditional
company forms under commercial law. Section 5 of the
decree makes possible the founding of such enterprises in
form of the GmbH, AG, KG and OHG. The use of other
legal forms—conceivable, for example, would be the
silent partner in accordance with Section 335 and fol-
lowing sections of the HGB or the company in accor-
dance with Section 200 and following sections of the Law
on International Economic Contracts (GIW) of 5 Feb-
ruary 1976 (GESETZBLATT I, No. 5, p 61)—is not
foreseen for enterprises with foreign participation.? The
so-called commercial-law provisions (HGB, GmbH-
Law, Stock Law) are also applicable to the enterprises
with foreign participation formed in the respective legal
forms; but the provisions of the decree, as regulations
under public law, take preference over the regulations of
commercial law. This relates, among other things, to the
compulsory nature of the agreements under company
by-laws (sections 6 and 31), the proviso of state approval
(sections 8 through 31),% registration,® the minimum
ammount of capital stock of a GmbH or of the original
stock of an AG (Section 16), the investment of contribu-
tions in kind (sections 17 through 19), accounting, the
annual balance statement and disclosure (Section 23).°

In applying the decree, it is necessary to take care that
the regulations are applied in the model of capital
companies (GmbH or AG). To the extent that exceptions
to the application of individual provisions of the decree
to the KG and OHG are not provided for in the last
sentence of Section 5, Paragraph 3, all of the other
provisions of the decree are also applied to the KG and
OHG when individual provisions refer only to GmbH
(e.g. Section 6, Paragraph 1 first stroke; Section 19,
second sentence). The special features of the KG and
OHG as companies of persons are naturally to be con-
sidered thereby (compare Section 5, Paragraph 3, Sen-
tence 2), e.g., in the application of sections 16 and 17.

On Company Contractual Agreements

The company contractual agreements to be established
for the founding of enterprises with foreign participation
must meet the requirements set by the decree as well as
the laws in which the respective company forms are
regulated. Only within these limits is there freedom to
form the company contract or, in the case of the stock
companies, the by-laws.
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In the formulation of the company contractual agree-
ments, the following compulsory provisions must be
observed in particular:

1. At least one citizen of the GDR resident in the GDR
must be represented in the management of the enterprise
(Section 6, Paragraph 1 first stroke). In the case of the
OHG and KG, this means that at least one of the
personally liable partners empowered to represent the
company must be a citizen of the GDR, resident in the
GDR.

2. In the case of stock companies, qualified requirements
are made for the manning of the management body: the
number of board members who are citizens of the GDR,
resident in the GDR must at least correspond to the
share of the participating persons from the GDR in the
original stock (compare Section 6, Paragraph 1, second
stroke). That is, with a GDR-share of 51 percent of the
original stock of an AG, a board made up of three or four
persons must have two members who are citizens of the
GDR resident in the GDR.

3. If an enterprise is to be founded in the legal form of a
GmbH, then one must take heed that, departing from
Section 5 of the GmbH Law, the capital stock must be at
least 150,000 marks of the GDR. In the case of the
founding of an enterprise in the form of an AG, the
capital stock must, departing from Section 7 of the Stock
Law, be at least M 750,000 (compare Section 16 of the
decree).

4. The transfer of business shares in an enterprise—of
shares of stock in the case of an AG—must be made
dependent upon the approval of all partners (Secton 6,
Paragraph 1, third stroke). Hence a provision of the
by-laws under which shares are issued as bearer shares is
not permissible in the case of enterprises with foreign
participation (compare also Section 6, Paragraph 2).

5. The company contract or by-laws must provide that
the GDR-participants in the enterprise are entitled to an
option right in the event that business shares or shares of
stock are transferred to third persons (Section 6, Para-
graph 1, third stroke).

All of these provisions are aimed at securing the min-
imum positions of the GDR-participants in enterprises
with foreign participation, thereby preserving the
national element in our economy.

A special requirement on the formation of the company
contractual agreements results from Section 31, Para-
graph 2, under which the workers’ rights of codetermi-
nation as foreseen in legal provisions are to be applied in
the company contract or by-laws. The current legal
situation is thereby characterized by the fact that—in
contrast to the FRG, for example—a dispatching of
representatives of the workers to managing bodies of
enterprises is not yet provided for by law; Section 24,
Paragraph 2 of the AGB [expansion unknown] estab-
lishes only the right of the chairman of the enterprise
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trade union committee to participate in the labor delib-
erations of the respective managers. For enterprises with
foreign participation, therefore, it can be considered the
rule that the chairman of the enterprise trade union
committee is to be granted the right to participate in
meetings of the management, board of directors or
supervisory board without the right to vote. At these
meetings, he has a right to take a position on problems
involving the workers (compare in particular sections 22
through 24 of the AGB and Section 31 of the decree).

The company contract or by-laws must be presented in
draft form to the approving authority in the procedure
for the approval of the founding of the enterprise with
foreign participation. For larger enterprises’, the Eco-
nomic Committee of the GDR Council of Ministers® is
responsible for the granting of approvals and in other
cases the respective regional councils are responsible.
Since conditions can be made in the approval procedure,
the company contractual agreements should not be con-
cluded until the approval is granted, because otherwise it
may be necessary to agree on subsequent amendments.

In the interest of legal security, it is prescribed that
company contract or by-laws require notary certification
for the founding of a GmbH or AG (Section 6, Paragraph
3 of the decree; Section 16 of the Stock Law; Section 2 of
the GmbH Law). For the reasons already mentioned,
notary certification is advisable only after the granting of
the approval to found the enterprise. In the certification
of company contracts for GmbH or by-laws for AG in
the case of enterprises with foreign participation, not
only the requirements of the GmbH Law or of the Stock
Law but also those of the decree are 1o be observed in the
sense of Section 16 of the Notary Law.

Registration of Enterprises

Enterprises with foreign participation need to be regis-
tered. The contract courts thereby function as the regis-
tering agency (compare Section 14). The special feature
of the register with the contract courts is that for the
enterprises with foreign participation they simulta-
neously take over the functions of the commercial reg-
ister; there is no separate registration of these enterprises
with the district councils that are otherwise responsible
for the maintenance of the commercial register in accor-
dance with Section 49 of the Transfer Decree. Accord-
ingly, the contract courts decide in all matters involving
the enterprises that are incumbent on the courts of
registry in accordance with the regulations on commer-
cial law.

In the future, for the examination of the distinguish-
ability of the firm of a commercial company (regardless
of whether or not there is a foreign participation) in
accordance with Section 30 of the HGB, both the entries
in the register with the contract courts as well as the
entries in the commercial register with the district coun-
cils are to be considered. The contract courts are to check
the prerequisites under commercial law for the inclusion
of enterprises in the register as well as the conformity of
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the company contract or by-laws with the granted
approval (compare Section 14, Paragraph 1).

Special Features of Contributions in Kind

The participants in the enterprise have the possibility of
making their contributions in the form of cash invest-
ments—including in foreign currency-—as well as in the
form of all sorts of contributions in kind (compare
sections 17 and 18 of the decree).

The investment of real estate in enterprises, however, is
not yet foreseen in view of the fears of a sellout of the
GDR expressed by many sides. Participants in the GDR
can bring real estate into the enterprise only for use
(Section 17, Paragraph 2). This does not change the right
of ownership of real estate. But the participants in the
GDR can invest buildings and structures on the land in
the enterprise, whereby there is a transfer of ownership
to the enterprise regardless of the legal form of the
enterprise. Section 17, Paragraph 3 stipulates that in this
case independent ownership arises regardless of the
ownership of the real estate. When new buildings are put
up by the enterprise, it can establish ownership of these
buildings as long as they stand on real estate that has
been brought into the enterprise.

The contributions in kind are evaluated in the company
contract or by-laws in free agreement between those
participating in the enterprise. They are not thereby
bound to the price regulations of the GDR and should
orient themselves on international market values in a
generalization of the principle set forth in Section 17,
Paragraph 2 for the evaluation of the right of use of the
land. In the interest of the creditors of the enterprise and
to protect the participants in the GDR, the values of the
contributions in kind are to be audited on the basis of
Section 19, Sentence 2 in conjunction with Section 5,
Paragraph 3 of the decree for GmbH, OHG and KG as
well in accordance with the provisions of the Stock Law
(sections 25 through 27). This audit must take place
before the application of the enterprises for registration;
the contract court appoints the foundation auditors on
application (compare Section 25, Paragraph 3 of the
Stock Law). The audit report is one of the documents to
be submitted when applying for registration (Section 29,
Paragraph 2, Subparagraph 4 of the Stock Law); the
contract court can also refuse to register an enterprise
under the prerequisites of Section 31, Paragraph 2 of the
Stock Law (deficiencies in the audit report; too high
evaluation of the contributions in kind).

Working Conditions

The labor and social security law of the GDR applies for
the labor law and social security relations of the
employees of enterprises with foreign participation. The
remuneration and the social security payments are in
GDR marks (Section 30). There as no compliance with
notions under which special provisions must apply for
the working conditions in such enterprises. They apply
the skeleton. collective labor agreements (RKV) or the
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wage agreements of the corresponding economic
branches. This determines the basic conditions for remu-
neration of labor and the length of the weekly working
time and vacation. In our opinion, the following is
relevant for the application of the RKV or wage agree-
ments:

—If the economic activity of the enterprise corresponds
with that of the GDR-participant, then his RKV or
wage agreement is to be applied. If several partners are
participating on the side of the GDR, then the RKV or
wage agreement is to be applied that comes closest to
the economic activity of the enterprise;

-—If state-owned and private concerns are participating
on the side of the GDR and if their economic activity
agrees equally with that of the enterprise, then the
RKYV of the VEB [State enterprise] is to be applied
unless its participation in the company is of secondary
importance;

—If there is no congruence between the economic
activity of the GDR partner and that of the enterprise,
then the RKV of an economic branch is to be applied
that comes closest to the economic activity of the
enterprise, provided that a VEB, a state facility or a
cooperative is participating on the side of the GDR. If
exclusively craftsmen, business people and other citi-
zens are participating on the side of the GDR, then a
wage agreement for concerns with comparable eco-
nomic activity is to be applied.

For official trips of employees of enterprises to foreign
countries, the traveling expenses law of the GDR with
respect to the payment of per diem allowances in foreign
exchange is applied.

There is complete contractual freedom for the conclu-
sion of service contracts with foreign business managers
and members of the board (compare Section 32, Para-

graph 1).

Foreign partners can send specialists to work in the
enterprise. This does not establish an employment rela-
tionship with the enterprise (compare Section 32, Para-
graph 2). Agreements can be reached between the foreign
partner and the enterprise on the manner of the reim-
bursement of the associated outlays of the foreign
partner. The provision of Section 32, Paragraph 2 does
not prevent the enterprise with foreign participation
from signing labor agreements with foreign workers but
only under the conditions valid for the working people of
the GDR.

Tasks of the District Courts

Based on the relatively favorable basic conditions for
foreign investments and the special character of the
relations with the FRG@G, it is expected that a very large
number of enterprises with foreign participation in the
territory of the GDR will be founded in quite a short
time. Since the district courts are responsible for the
deciding of disputes under the company law relationship
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(that is, the relationship of partners to each other and to
the company) under the general commercial law and
under Section 34, Paragraph 1 of the decree, it can be
assumed that in the future the district courts will have to
deal with cases involving company law much more
frequently than heretofore.

It is relatively difficult to differentiate from the register
matters that—departing from the original concept of
commercial law—are to be handled and decided by the
contract courts (compare Section 14, Paragraph 1, last
sentence). In our opinion, the latter also include, for
example, the appointment of legal representatives of the
company in the cases stipulated by legal regulations (e.g.,
liquidators in accordance with Section 146 of the HGB
or Section 66 of the GmbH Law).

A further differentiation problem results when the par-
ticipants in the enterprise make use of the option of
Section 34, Paragraph 1, Sentence 2 and agree on the
competence of a domestic or foreign court of arbitration
for disputes involving property rights, because theoreti-
cally all problems in the company law relationship can
also effect the property situation of the participants. In
any case, matters that involve the existence of a com-
pany or the existence of decisions of agencies of the
company (inoperativeness, voidableness and voidness)
are to be seen as disputes that do not involve property
rights and therefore do not have to be referred to courts
of arbitration for decision.

In all instances, the district courts as well as the courts of
arbitration must apply the law of the GDR in the legal
relations of the enterprises with foreign participation in
the GDR in accordance with Section 8 of the Legal
Applications Law on 5 December 1975 (GESETZB-
LATT I, No 46, p 748), because these enterprises derive
their legal capacity from the law of the GDR. There is no
room for an agreement on the application of the law of
other states, especially that of the FRG.

In view of the increasing use of traditional legal forms of
companies in the GDR, as enterprises with or without
foreign participation, the district courts are faced with
almost unsolvable tasks when such enterprises become
heavily indebted because of the superseding of the bank-
ruptcy rules in 1975 through the decree on overall
execution dated 13 December 1975 (GESETZBLATT I,
1976, No 1, p 8). Hence legislation and jurisprudence in
the GDR are faced with the task of bringing about an
up-to-date regulation of insolvency law in a very short
time.

Footnotes

1. When the following paragraphs are given with no
reference to a legal regulation, then they relate to this
decree.

2. The place of the court of registration was taken by the
Local Industry and Trade Department (Now: Depart-
ment for Local Service Sector and Utilities) of the
district council under which the commercial register is
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maintained (Section 49 of the Transfer Decree). Inspec-
tion of the register can be made dependent upon the
substantiation of a legal interest (Section 56, Paragraph |
of the Transfer Decree). Public announcements are no
longer made (Section 52, Paragraph 2 of the Transfer
Decree). The presentation of annual statements of
account and business reports is now required only upon
request by the local council (Section 57 of the Transfer
Decree).

3. The authors see the GmbH & Co. KG as a limited
partnership and therefore consider it to be approved for
enterprises with foreign participation as well. In the case
of the GmbH, however, it would have to involve a
GmbH existing in accordance with the law of the GDR.

4. Compare also the first implementing regulation on the
decree on the founding and activity of enterprises with
foreign participation in the GDR—Implementation of
the Approval, 21 February 1990 (GESETZBLATT I, No
11, p 85).

5. Compare also the order on the keeping of the register
of enterprises with foreign participation in the GDR—
Register Order, 29 January 1990 (GESETZBLATT I, No
6, p 34).

6. Compare also the third implementing regulation on
the decree on the founding and activity of enterprises
with foreign participation in the GDR—regulations for
accounting and statitics, 21 February 1990 (GESETZB-
LATT I, No 11, p 88).

7. In accordance with Section 2 of the first implementing
regulation (Footnote 4), larger enterprises are those that
have more than 200 workers on an annual average or
more than M 20 million in annual turnover.

8. Compare resolution on the founding of an Economic
Committee of the Council of Ministers on 18 January
1990 (GESETZBLATT I, No 5, p 24).

Legislative Provision Examined

90GEQ060B East Berlin NEUE JUSTIZ in German
Vol 44 No 3, Mar 90 (Signed to press 12 Feb 90)
pp 95-96

[Article by Prof. Dr. Gerhard Dornberger, Jurisprudence
Section of Humboldt University in Berlin: “Critical
Remarks on the Decree Regulating the Founding and
Activity of Enterprises With Foreign Participation in the
GDR™]

[Text] The decree on the founding and activity of enter-
prises with foreign participation in the GDR of 25
January 1990 [GESETZBLATT I, No 4, p 16)! is one of
the first basic legislative works that was enacted to
prepare and implement the economic reform in the
GDR. Their quality is to be measured by how successful
they have been in realizing the basic idea of the eco-
nomic reform and the constitutional state. On this basis,
one could prove with the decree that the GDR Govern-
ment is able and willing to organize the processes that are
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now taking place in the national economy, which also
includes a high methodical quality of the legislation.

In my opinion, the decree does not do justice to this
demand. On the contrary, it shows a number of deficien-
cies with respect to substance and method.

Restrictive Provisions That Do Not Consistently
Promote the Founding of Enterprises

The decree documents the fact that—as in so many other
manifestations of the revolutionary transformation—
progress is being made only very hesitantly. One cannot
resist the impression that this decree is intended more to
hinder than to promote a foreign participation.?

This restrictive approach is expressed consistently in the
decree—in the following provisions, for example:

—the long processing time of three months for the
application for approval (Section 11, Paragraph 3);

—the requirement for a minimum capital stock of M
150,000 for GmbH and M 750,000 for corporations
(Section 16);

—the inadequate legal development of the guaranteed
transfer of profit in foreign currency (Section 25);

—the enumeration of reasons for the refusal of approval
that gives too much discretion (Section 13).3

If the GDR seriously intends to transform the economy
consistently from a centrally managed command
economy to a socially and ecologically oriented market
mechanism, one must also understand that in the legis-
lation on economic operations it has to establish the
framework for entrepreneurial action. The enterprise’s
decisionmaking latitude receives a different weight
under the new social conditions. They include insepa-
rably the unrestricted responsibility for economic activ-
ities and the consideration of the market requirements
by the business managers and board members of the
enterprises. All partners—those in the GDR and in
foreign countries—have a common interest: the effective
utilization of their collective assets to achieve a max-
imum profit.

Inadequate Constitutional Diction of the Decree

Many formulations of the decree remind one of the
insufferable kind of administration in previous legisla-
tive acts. In the future, it is necessary to avoid formula-
tions that give the impression that the state is showing
mercy to those involved by granting them certain pre-
cisely limited freedoms. This no longer up-to-date dic-
tion is apparent, for example

—in the retention of an essentially superfluous preamble
(whereby here it was even used to incorporate a legal
definition);

—in didactic provisions, as though the enterprises
receive these rights only through the decree (in sec-
tions 1, 15 and 20, paragraphs 1 and 2, among other
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places). In accordance with Section 21, Paragraph 1,
the prices must promote an economic development
oriented toward the market and competition, whereby
it remains open, to be sure, whether they are otherwise
legally ineffective. Section 22, Paragraph 1, for
example, proclaims a truism, namely that enterprises
take responsibility for the use of their means—a right
that does have to be “granted” to them. Analogously,
that also applies to Section 25 on the validity of the
“principle of the self-accumulation and self-
financing” of foreign exchange;

—in the retention of the no longer constitutionally
acceptable principle of the handling of very funda-
mental questions at a later time in a large number of
regulations;

—in the inadequate regulation of appeals. Since, in
accordance with Section 8,the decision on the appli-
cation for approval of the founding of enterprises is
made by the Economic Committee (a commission of
experts under the leadership of the chairman), it
contradicts all constitutional thinking when Section
36 sets forth that the final decision is made by the
chairman of the Economic Committee, that is, the
same person who denied approval.

This inadequate constitutional diction is also evident
with W. Buchholz and M. Sternal (loc. cit. p 93), when
they state: *“...as regulations under public law, the provi-
sions of the decree take precedence, however, over the
provisions under commercial law.” Aside from the fact
that the laws under commercial and company law also
contain provisions not just under private law—as, for
example, in the maintenance of a register—a decree is
never above a law. The present decree can only function
as a lex specialis, in that for company forms with foreign
participation supplemental conditions are regulated that
go beyond those in the laws in effect. If this essential
context had been revealed in a qualified manner, then it
would have been possible to dispense with many com-
pletely superfluous provisions in the decree that already
result from the HGB, GmbH Law, and Stock Law.

Deficiencies in the Methods of Laws, Contraditions,
and Vagueness

It is painful to have to point out the sometimes inade-
quate mastery of the juridical methods of legislation and
erroneous legal principles that contradict the laws in
force.

Thus, Sections 4 and 5 are contradictory per se. It is not
so easy to see why in the first sentence of Section 4 the
formulation is: “The enterprises are legal persons of the
GDR.” What is this supposed to say? The fact that the
GmbH and AG are legal persons is already regulated in
the corresponding laws. The OHG and KG, on the other
hand, are not, although they are also included in the term
“enterprise,” so that one was forced in Section 5, last
sentence of Paragraph 3 to provide for a completely
superfluous exception.
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Also incomprehensible is the provision in Section 4, last
sentence of Paragraph 2, under which the state has no
liability for obligations of the enterprises. Probably no
one has yet come up with the idea that for commercial
companies (for persons as well as for joint-stock compa-
nies) there would be a subsidiary liability of the state or
this would have to be provided for. At best, one could
justify a provision to the effect that in the investment of
a VEB [State enterprise] a subsidiary liability of the state
is out of the question for this portion.

In Section 4, third sentence of Paragraph 2, the liability
of the enterprises for their own obligations with their
property is provided in general as a legal principle. That
is true, however, for only two kinds of enterprises—for
the GmbH and AG—and not for the OHG and KG.

The decree contains many vague provisions that imme-
diately raise further questions and have a negative effect
on legal security. Among other places,

—in Section 11, under which “data” are approved in
accordance with Section 9. This results in the question
of whether the company contract is also subject to
approval, for it must also be presented in the draft and
is among the basic documents for the founding of
enterprises;

—the provision in Section 14 that requires registration.
It is probably well known that all commercial compa-
nies are to be entered in the commercial register. In
my opinion, the decree should rather have provided
that for the enterprises the entry is not to be made in
the commercial register but in a special register with
the state contract court that takes the place of the
commercial register for these enterprises;

—in Section 6, which mentions only GmbH and AG. W.
Buchholz and M. Sternal (loc. cit., p 93) are of the
opinion, however, that the requirement for a min-
imum participation of citizens of the GDR in man-
agement would also apply for OHG and KG. But that
would have required an express provision.

—in Sections 18 and 27. Accordingly, the foreign partner
can make his deposit only in foreign currency, whereas
the capital stock is to be determined in marks. The
conversion is to take place at the rate of exchange in
effect for the nationally owned enterprises. As long as
the conversion coefficient is unknown, there can be no
competent assessment of the capital or original stock;

—through many references to legal provisions that, as a
rule, are unknown to the participants. Section 33, for
example, proceeds from a contribution for social
funds to be levied in accordance with the legal regula-
tions. Precisely this provision shows that insufficient
thought was given to its intent. This contribution was
introduced for state-owned enterprises and combines
and was based on specific financing concepts. But
enterprises are subject to other tax principles (corpo-
ration profits tax, property tax, trade tax, turnover tax,
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income tax, and others), so that there really probably
is not any room for additional taxes, even if they are
not designated as such.

Section 20 on the law to be applied for contractual
relations of the enterprises within the country represents
a complicated and factually quite unjustified provision.
Provided that the enterprises with their partners have
not agreed to apply the Law on International Economic
Contracts (GIW), the application of the Contract Law is,
in my opinion, inappropriate even when there is no
suitable right available. Certainly the Contract Law
includes well-established norms for the signing, forma-
tion, and fulfillment of contracts as well as for responsi-
bility. It must, however, be taken into account that most
of the provisions were inseparably linked with the old
administrative command economy, with the obsolete
planning and balancing system and with a consistent
liability to conclude contracts and many limitations of
the freedom of the economic subjects to make decisions.
If strictly adhered to, such norms would have a ham-
pering effect on the economic activity of the enterprises
and impair self-responsible action. In addition, the Con-
tract Law includes a great number of ‘“ideologized™
norms in relation to democratic centralism, for example,
that are out-of-date. For this reason, one would have
done well to have aimed for the application of the GIW
from the beginning.

There are also juridical absurdities in Section 10.
Accordingly, the opinion of the enterprise trade union
organization of the participant of the GDR is to be
appended to the application for approval. But in accor-
dance with Section 2, Paragraph 1, craftsmen, persons in
business and other citizens can be participants of the
GDR in enterprises.

Likewise unclear is the provision of Section 25, Para-
graph 3, which states that the foreign participant can
freely transfer his share of the profits to foreign counries
from the remaining foreign exchange receipts. This
raises the question of whether the share of the profit
cannot be transferred if the foreign exchange receipts are
not adequate. In this connection, mention must also be
made of Section 25, Paragraph 5, according to which
liquidation receipts for the foreign partner can be trans-
ferred only when the receipts are realized in foreign
exchange. From a legal point of view, one cannot pro-
ceed on the basis that the foreign partner brings his share
into the enterprise in foreign exchange but then is not
guaranteed his share in foreign exchange.

All in all, I think that the decree in its totality and
juridical quality does not adequately meet the legal
objective behind it and that a chance to take decisive
steps on the way to a constitutional state was not
utilized. Consequently, it is already apparent that the
present decree will not last long. A new government will
change it radically and have to attempt to prove that
well-designed legal regulations can be issued in the GDR
that contribute to the resolution of the complex eco-
nomic problems.

#
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Footnotes

1. All of the following statements on paragraphs with no
reference to the source relate to this decree.

2. Compare in this connection W. Buchholz and M.
Sternal, “Selected Legal Questions in the Founding and
Activity of Enterprises With Foreign Participation in the
GDR,” in this volume, p 92 and following pages. They
formulated: “All of these provisions are aimed at
securing minimum positions of the GDR participants in
enterprises with foreign participation and thereby at
preserving the national element in our national econ-
omy” (p 93).

3. It is therefore by no means surprising when the
president of the Federation of German Industries (BDI),
T. Necker, reaches this conclusion: ““This law will not
attract any capital.” And he further says the state’s fear
of losing its power speaks from every line (BERLINER
ZEITUNG, 6 February 1990, p 3).

Official Interviewed on Stasi Dissolution

90GEOQO055A East Berlin DIE ANDERE in German
No 10, 29 Mar 90 pp 3-4

[Interview with Werner Fischer, official charged with
dissolving the Ministry for State Security, by Reinhard
Weisshuhn, place and date not given: “The Stasi: Simply
Submerged?”]

[Text] [Weisshuhn] Have you achieved anything so far
and if so, are you satisfied?

[Fischer] The situation with which we are all con-
fronted—both the citizens committee and we who were
authorized by the government to supervise the dissolu-
tion—does not satisfy us. In contrast to two weeks ago
when we all felt more or less that we had the dissolution
under control, I now have the feeling that everything is
slipping out of my grasp. That feeling now goes far
beyond the matters which concern the dissolution of the
Stasi itself. Once the ministry was dissolved, a sort of
vacuum took its place. The KGB is at work and other
intelligence services, particularly the FRG intelligence
service, feel that they have to jump into the breach.

[Weisshuhn] Have you noticed any activities by Western
intelligence organizations?

[Fischer] None that we can prove at the moment. But
there are any number of reports—always by former Stasi
members.

[Weisshuhn] Doesn’t that mean that the Stasi is stilt at
work as well?

[Fischer] 1 believe that they are no longer working as
members of the Ministry for State Security. They may be
continuing to work for other clients—the KGB for
example or others, particularly the West German intel-
ligence services.
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[Weisshuhn] How come you are so sure that the Stasi is
not continuing to operate as a scaled down, strictly
underground organization?

[Fischer] I simply cannot see the client—or, for that
matter, the motivation.

[Weisshuhn] There are a number of possibilities—and it
is not really a question of looking for motivation but of
digging out facts. Are you at all able to do that?

[Fischer] No, not at present. There are structures which
we do not yet know about. I am simply going on the
assumption that a certain segment of the former state
security apparatus is behaving the way any intelligence
organization has to behave in a special political situation
of this nature. I have some information in my possession
on orders for “Day X which tell staff members to
behave “‘normally” at the outset, to carry on a normal
professional life but to be aware of the fact that they are
to meet in a specific place five or God knows how many
years from now. It can thus be assumed that an informal
network does exist which is kept in place and is activated
for whatever eventuality.

[Weisshuhn] Can you prove that?
[Fischer] No.

[Weisshuhn] In other words, the Stasi is being dissolved
by the Stasi itself. Am I correct?

[Fischer] Former Stasi members have been instructed by
the prime minister to carry out the dissolution. I do not
think that is such a bad idea. But you know of course
what things are like [at the MfS]. The important thing is
that the dissolution is controlled and it is the citizen
committees that are controlling this GDR-wide process.

[Weisshuhn] Do the citizen committees have enough
people to do the job?

[Fischer] I think they do. But in view of their lack of
familiarity with the localities and the connections within
that apparatus it is doubtful now and again whether they
are able to exercise complete control in every instance.

[Weisshuhn} This deficiency would make it seem appro-
priate to offset it by adding personnel, i.e., every indi-
vidual working on dissolution would be backed up by
one or more members of the citizen committees.

[Fischer] I would very much have liked to see the citizen
committees beefed up. But we have instead seen the
committee memberships decline after the first exciting
weeks in January. A good many have left their posts.

[Weisshuhn] The problem is not just one of numbers but
of composition....

[Fischer) That presents difficulties to all those who are
aware of the problems, including the citizen committees.
From the start, there was a sporadic element about the
composition. Nobody was checked and the possibility
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exists that this or that former member of the state
security apparatus found a niche for himself....

[Weisshuhn] That limits your chances to make an impact
even further. Do you still believe that your work will
succeed?

[Fischer] Those who have been authorized by the gov-
ernment to dissolve the MfS both in the bezirks and at
the Normannenstrasse headquarters are totally unable to
exercise control over the dissolution process. We must
count on the local citizen committees to do their job
properly. However difficult that may be for us, we must
attempt to understand the frame of mind of the former
MfS members who are carrying out the dissolution
process and attempt to stay one step ahead of them at all
times.

[Weisshuhn] The fundamental problem confronting you
is that you, as a single individual, are virtually powerless.
Am I right? For example: you were forced to accept the
fact that entire Ministry of State Security units were
taken over by the Ministry for Internal Affairs. Just the
same, you only requested and gained approval for the
assignment of a single individual to the Ministry for
Internal Affairs to supervise that process.

[Fischer] Brinksmeier who was appointed as the govern-
ment representative and as an assistant to Internal
Affairs Minister Ahrendt was given the authority to
speak for the Ministry for Internal Affairs. We consider
that a success for our side. He did not join the ministry
all by himself but succeeded in taking some of his close
associates with him. And we saw to it that a prosecuting
attorney we trusted worked with the team. As far as the
appointment of former Ministry of State Security mem-
bers to the Ministry for Internal Affairs is concerned, we
have a far better idea of what goes on there and a far
better chance of setting limits and to have decisions by
the internal affairs minister rescinded.

[Weisshuhn] The damage caused by the internal affairs
minister’s wrongheaded decisions can no longer be
repaired, can it?

[Fischer] We were able to repair some of the damage.
One concrete example is the “ammunition salvage ser-
vice” which not only included expert personnel as had
previously been agreed and as we had asked. This
decision was revoked. The men were reassigned to other
positions inside the ministry and the unit itself was
decentralized. At present all we can do is try as best we
can to solve such problems. We have no influence over
decisions someone else may make under a future gov-
ernment.

[Weisshuhn] Your most pressing problem is the refusal
of the state prosecutor’s office to check on the new
People’s Chamber deputies, i.e., possible former Stasi
members on the grounds of parliamentary immunity.

[Fischer] From the very outset we were probably too
timid in our dealings with the state prosecutor’s office.
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We were quite unable to work with the prosecutors they
assigned to us. At times, we even had the impression that
they were deliberately obstructing our work.

[Weisshuhn] There is a heated debate going on about the
personal files—whether to destroy them or not; whether
to provide access to them or not. The Volkskammer
deputies’ files are a case in point. How could these files
be preserved and what precautions could be taken
against their unauthorized use?

[Fischer] Let me respond to the first part of your
question first. There is no such thing as a 100-percent
guarantee. That is why I said from the very start that the
6 million personal dossiers should be destroyed because
every single one of the 6 million would otherwise be
subject to blackmail. 1 wanted to keep a climate of
suspicion, a witchhunt atmosphere from being stirred
up. Now that the election is over and we have received a
wealth of information, I feel the situation has changed in
that we now have elected officials ready to assume
responsibility in this country. I believe that the popula-
tion has a right to have its representatives checked.
Otherwise we could be accused of trying to hush things
up. There was a cutoff point as far as I was concerned
and after that I spoke out in favor of disclosing the
information on all the elected candidates.

[Weisshuhn] That still leaves the technical problem of
safeguarding these dossiers.

[Fischer] There are various ways of going about this. One
of these I find particularly persuasive, i.e., to place all of
the archives under international control. In any event, it
would have to be stipulated by law that the material
cannot be passed on to the Salzgitter archive. Indeed,
they have already asked for it. One should also keep in
mind that a large part of the recorded information has
been in the hands of the KGB for a long time and one
must also assume that the data is in the hands of other
intelligence organizations as well.

[Weisshuhn] How much longer will it take to complete
the dissolution of the Stasi?

[Fischer] It is very hard to fix a date. We are going on the
assumption that it might still take a year before we can
say with any assurance that the Stasi no longer exists—
either physically, in terms of personnel, or in terms of its
organizational structure.

[Weisshuhn] Isn’t there an organization emerging which
was given the job of dissolving the Stasi but is now doing
the exact opposite or at least not doing more than is
absolutely necessary and is headed by a dissident who
acts as a front man?

[Fischer] I am not saying you are wrong in putting it this
way. Just the same, I have had a great many lengthy
conversations with former MfS staffers who are taking
part in the dissolution process. Many of these lower-level
people are disappointed about their leaders and are quite
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ready to cooperate. 1 would have to be very much
mistaken, if these people really acted the way you said
they do.

[Weisshuhn] That may apply to the ones you mentioned.
But shrinking an organization down does not mean
dissolving it. How do you know that this is not only a big
show that obscures the true facts?

[Fischer] Given my position, it is of course very difficult
to agree with what you say. If it were really so, I would
have to throw the whole thing over right now and quit.
But based on what I have learned in my job I am going
on the assumption that there is only a very slight chance
that a restoration could take place. I perceive a different
kind of danger which is that former high-ranking mem-
bers of the Ministry of State Security staff could gain a
toehold in industry on the basis of their knowledge and
their connections in the economy. There are some indi-
cations of that. These people know which plants are
worth how much and how efficiently they operate.

[Weisshuhn] It is one kind of problem if a member of the
secret police switches to a position in industry and a
different one if he collects dossiers and information on
people in order to blackmail them.

[Fischer] I am also afraid that a good many people who
possess certain information will some day make use of it.
There might be commercial motives behind such
actions. That would be bad enough in and of itself. But |
am also concerned about the fact that these people might
get into politics—as some People’s Chamber deputies
just did. That would present us with a parliament that
could be blackmailed and I am not sure that this is really
the way to start developing into a democracy. In case of
unification this set of circumstances also applies to the
FRG.

[Weisshuhn] The new government may be expected to
institute several changes. Interest in you as an individual
and in your activities would probably not be very great.

[Fischer] I have always viewed my job as a way of
highlighting and publicizing the political aspect of our
work. Whether or not the new government wants
someone like me in this position is a political decision it
will have to make.

Local Elections, Changes Critiqued

Weekly Fears Too Little Change

90GE0081A East Berlin ST. HEDWIGSBLATT
in German Vol 37 No 16, 22 Apr 90 pp 1-2

[Article signed “Pr: “Once More: Personal Courage™]

[Text] In the 8 October 1989 edition of our church
newspaper, printed on 5 October while the ordered
Jjubilee celebrations on the occasion of the 40th anniver-
sary of the GDR were being staged here, we asked for
personal courage in this spot under the heading “What
We Need Now.”
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Since then we have experienced how people who did not
want to run away opposed the rulers; how those who
were supposed to have been silenced raised their voices.
We have experienced more than personal courage: the
courage of those whose human dignity was brutally
violated during these days around 7 October, and the
commitment of many who use every bit of time and
strength for democracy to come into being in this part of
Germany, to prevent the movement toward freedom
from being blocked again by the old forces.

Why recall all that is known? Because it seems necessary
to renew the appeal for personal courage especially now.

Callers and letter writers from our Catholic parishes
describe to us time and again the following event that
now seemingly takes place with variations in many
enterprises and schools and other institutions:

There are the old “management cadres™: In a number of
places the top managers were removed, many of the
deputies who in their views and attitudes played the
same role in the old system as their bosses now occupy
the boss’s chair. They discarded the party insignia very
quickly, they cleared their records—their personnel
records are spotless, no longer anything about renounced
relations with relatives in the West (and active collabo-
ration with the Ministry for State Security did not even
appear in such cadre records).

Those who had been careerists, free riders, but at any
rate beneficiaries of the system—almost always at the
expense of the others in whose papers everything that
was so desired was always missing-—they have thus a real
chance for a new beginning. And that is (actually) also a
good thing.

The way many of them seem to be willing to take
advantage of this opportunity makes a person worriedly
sit up and take notice:

While thus far they were committed to the leading role of
the party, they now completely switch to the leading role
of the market economy suddenly discovered by them, or
what they consider to be the market economy. Little
could be said against that either were it not for the fact
that they do this with the same means and methods as in
the past: Those unpopular in the past who regard this
kind of “change” with amazement are once again “the
fools.” In the past they had to be afraid of consequences
affecting their employment and for the opportunities of
their children, now they have to be afraid again: While
the old managers set themselves up in the “management
levels” and hand out positions among themselves, they
declare the jobs of others unnecessary and prefer to get
rid of the inconvenient ones. And when the latter then
experience how the slogan of the November demonstra-
tions, “State Security into production” is applied in
practice: that many of such State Security “staffers” do
end up “in production,” but please not too close to the
work but rather in management functions—deep resig-
nation has spread now and then in the meantime.
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Quite similar observations apply at the schools and in
the “middle levels” of the educational system. Christian
teachers and parents point out—and are (again!) afraid
at the same time—to do so publicly because they find
that the old forces band together and are ready to force
out anyone who swims against the tide.

If the process of renewal is not to get stuck, if the old
power structures are not to become the new ruling
structures, we need, again now and especially now, the
personal courage of the many individuals in enterprises
and schools, in parties and government bodies. Above all
don’t let us be scared by those who—after they share
responsibility for the desolate situation in this state—
now appear as prophets of doom and have already scored
successes among simple people: Perhaps wasn’t it better
after all, the so secure life—with the wall and the other
wonderful achievements....?

The clear result of the People’s Chamber elections was
important. But decisive matters take place now, before
and after the local elections: It will matter whether
enough “new” women and men far removed from power
in the past will be found who are ready to assume
responsibility in the local area. The possibility for that
exists now. Committed Christians, among them many
who are in positions of responsibility in our parishes as
diaconate helpers and in other ways, already confront
such new tasks. We owe them a great deal of thanks for
that. They try—as persons without party affiliation and
also by participating in the work of the parties—to
achieve something new. And they need the support of
our parishes, too, but above all they need comrades-
in-arms. For only the collaboration of many who are
guided by their conscience, who want to help dignity and
human rights on the road to success, who set to work
with personal courage and do not permit themselves to
be infected with resignation—only such committed col-
laboration holds the guarantee that something truly new,
something truly good can be achieved.

That applies to the governmental level, that applies to
the local level, kreis, and bezirk and that applies to the
areas of life and work of each individual. It also depends
on us Christians whether new attempts of the old rulers
can be nipped in the bud.

PDS Rally, Views Reported

90GEQ081B Frankfurt/Main FRANKFURTER
ALLGEMEINE in German 25 Apr 90 p 3

[Article by Johannes Leithaeuser: “Citizens’ Discussion
with Gregor Gysi™]

[Text] Halle, 24 April. The PDS [Party of Democratic
Socialism] thinks it is again capable of filling public
squares with its events. In Halle it did not choose the
market square, after all that would have been too spa-
cious. The “citizens’ discussion™ with Gregor Gysi took
place instead at the public grounds ring next to the “flag
monument” a corrugated red-lacquered steel plate sev-
eral meters high. That was also more suitable even
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though the party was careful not to appear by itself in the
bezirk capital: All were invited but only the New Forum
accepted, according to the PDS organizers’ eager assur-
ances. Apparently not all the addressees received the
invitations; in the city office of the SPD [Social Demo-
cratic Party], people said they were not invited. Thus a
local spokesman of New Forum was the only one to face
Gysi. He said bravely that his citizen movement wants to
have relevant discussions with other parties, “if need be
also in the lion’s den” and will not let itself be taken in.
He could not prevent to party chairman from the capital
to smother New Forum with his praise.

Large segments of the people have unjustly treated the
contributions of the citizens groups to the change, Gysi
said, and added to the expression of sympathy the
assertion that the PDS has been dealt with similarly even
though the PDS has experienced a renewal from top to
bottom. The New Forum spokesman had drawn the
dividing line differently: Alliance 90, to which the New
Forum belongs, cooperates in Halle with the SPD and
the Greens in the local elections; the “old parties,” CDU
[Christian Democratic Union] and LDP [Liberal Dem-
ocratic Party], also the SED [Socialist Unity Party of
Germany] which is now called PDS, are the opponents.
The old parties had 40 years to take care of the city; the
sad result can be seen. When this remark was made, the
many PDS followers at the flag monument grumbled,
but their chairman calmed them down: Those who were
responsible for the plight after all had long ago left the
party. Halle, he said, was a beautiful city in the past,
“now it has gone downhill a little, we have to do
something about that.”

That is how simple local government politics was that
evening; Gysi was not embarrassed by questions to
explain how all this can be accomplished in detail. His
remedy is simple, he was much applauded in Halle: The
PDS must be strong in the city halls to constitute a
counterweight to the government in Berlin. He said that
this is the only way for the municipalities to obtain the
funds which they need for reconstruction of housing and
promotion of economic development.

In the citizen’s discussion only one atmospheric distur-
bance occurred. When the PDS chairman was supposed
to provide information on the financial resources of his
party, his answer was drowned out by rolling thunder.
Then rain started at the flag monument square.

Dresden Situation Surveyed

90GEQ081C Frankfurt/Main FRANKFURTER
ALLGEMEINE in German 24 Apr 90 p 3

[Article by Friedrich Fromme: “Is One Supposed To
Vote for Individuals or a Party?”}]

[Text] Dresden, 23 April. That things are getting frenzied
prior to the local elections, that cannot be claimed at
least for Dresden. It is no different in the surrounding
countryside of this second largest GDR city—550,000
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inhabitants, about 100,000 fewer than before the war.
There are almost no new posters.

Have the people grown tired after the People’s Chamber
elections? Quite a few among the politically active
minority regard that as conceivable, but with a subtle
distinction to what can be observed in the FRG, namely
the weariness that can develop from the frequent elec-
tions in a democracy of long standing. Rather, they are
now waiting for the big changes in the GDR for which
they participated in the People’s Chamber elections.
Here the politicians probably lack the need, widely held
in the West, to make up for a bad election outcome at the
next opportunity. Thus the SPD [Social Democratic
Party] had just about 11 percent in the city of Dresden.
The urgent desire is also absent to maintain a good
election outcome at an election on another level; CDU
[Christian Democratic Union], DSU [German Social
Union] and Democratic Awakening in Dresden had
obtained 60 percent of the vote in the People’s Chamber
elections as against 47 percent on the average in the
GDR. It will not be possible to achieve even close this
result in Dresden for the reason alone that the DSU has
established a separate list while the CDU with the
Democratic Reconstruction and the German Forum
Party present themselves as ‘“Democratic Union.”

The invasion of Western politicians prior to 18 March
felt by some to be like the early stage of an occupation
thus far has virtually failed to materialize. This may be
the result not only of the feeling that “only” local
elections are involved but also of the discernment, after
the test of democratic maturity which the people of the
GDR have passed, they should be permitted to go their
own way in peace. Moreover the parties have little
money for the local elections; the PDS [Party of Demo-
cratic Socialism], the former SED [Socialist Unity Party
of Germany], which after all had received 18 percent of
the vote in the city on 18 March, does not want to show
how much money it has. But the PDS is clearly superior
to the other parties in paper work.

First of all, what is important is to make the candidates
of the 20 parties or groups known. Most of them are new
people, the members of the old city parliament, which
was an assembly of statistics just like the former People’s
Chamber, were not known either but that did not make
any difference in view of the system of factions and the
predetermined 99-percent result. Getting acquainted
with the candidates works better in small meetings.
Often they take place without any publicity, sometimes
the church makes a facility available.

The people must also familiarize themselves with the
new municipal election law which did not go into effect
until 7 March. It offers the citizen three votes; he can
give them to one candidate but it does not have to be the
first one on the list. The votes can be distributed to
several candidates of the same or also of different lists.
But if there are more than three crosses, the ballot is

POLITICAL 11

void. That is quite a bit for the new beginning. And there
are uncertainties: Is one supposed to vote for individuals
or a party?

With the new election law the excessive size of the
former {ocal parliaments has also been reduced. In the
past the city parliament had 400 members. That was
tolerable for a city parliament that did not have any say
in anything but the purpose of which was to reward
functionaries of long standing or also show-off youths
with a kind of office. Now the city council has been
reduced to 130 members. Where is it possible to find
people suitable for the city of Dresden after 44 years of
nonexistent democratic practice? That has given much
trouble to all parties and voter groups except for the
SED/PDS which has become a firmly committed group.

Another uncertainty: The bezirks into which the GDR
was divided in 1952 and through which the orders of the
center, i.e., the SED, were channeled, continue to exist.
No new bezirk assemblies are being elected, the bezirks
are to be merged into the five Laender which existed
from 1946 to 1952.

The electorate is faced with the peculiar situation that it
is supposed to elect local parliaments which will actually
have to receive their competence from the Laender—it is
hoped they will be reestablished in September and that
then Land parliament elections will be called. The
Laender, for example, would have to reform the school
system and the municipalities as units that support and
maintain the schools would have a say in the implemen-
tation. It would be a matter for the Laender to give the
municipalities planning authority which would be espe-
cially urgent right now. The GDR state as a whole and
also the nonexistent Laender would have to provide the
municipalities with the financial means—as tax reve-
nues of their own and legally fixed supplementary appro-
priations. Some among the people have the uncertain
feeling that with the local parliament they were electing
the second before the first: That should really have had
to be the Land parliaments.

In this situation it can actually be a good thing for the
political associations, the voter groups, the citizen initi-
atives to become stronger in the local elections than in
the elections to the People’s Chamber. In Dresden, e.g.,
the “Group of the 20" runs for office, a group that
someday deserves a chapter of its own in the history of
the revolution in the GDR. It includes many more than
20 people. The number originates from those, here in
Dresden, whom the police beat with truncheons when
the Prague embassy refugees passed through and the
demonstrators reacted peacefully to the beating and it
hung in the balance whether live ammunition would be
used. According to credible witnesses, warning shots
with blank ammunition were fired. In this situation 20
intermediaries of the demonstrators were appointed who
negotiated with the authorities which resulted in the
latter giving in. Finally, the group also assumed respon-
sibility for the Roundtable for Dresden, dispatched
members of a “basic democratic faction” into the old
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city parliament. Working groups developed ideas in the
most varied fields, from the duties of the police, the rule
of law, to the economy and especially environmental
protection in which the group was especially interested.

The group does not want to become a party, but it wants
to participate in the local elections. Some of the group
have become members of a party, e.g., the CDU, such as
their candidate for chief mayor, Wagner, who came from
the “Group of 20.” In addition, it is rumored, the
present chief mayor, Berghofer, will be a candidate; he
resigned from the SED and has remained without party
affiliation since then. But it is rumored that this is more
of a trial run for a later candidacy for the not yet existing
office of the Saxon minister president.

HUNGARY

Antall on Warsaw Pact, Gorbachev Invitation,
Israel

25000703B Budapest NEPSZABADSAG in Hungarian
14 Apr 90 pp 1, 7

[Unattributed article: “Response to NEPSZABADSAG
Question; Jozsef Antall: We Try To Maintain Proper
Relations With the Soviet Union”]

[Text] Hungarian Democratic Forum [MDF] Chairman
Jozsef Antall responded to five foreign and two Hungar-
ian—including a NEPSZABADSAG—journalists for
almost an hour early in the afternoon yesterday. NEP-
SZABADSAG was represented by Lajos Pogonyi.

The reporter from JOMIURI SIMBUN inquired how
the MDF envisions placing the Hungarian economy back
on its feet. He also asked whether there are plans for
Hungary to leave the Warsaw Pact.

[Antall] “We may discuss a government program only
after completion of coalition talks, when the choice of
coalition partners is settled, and after reconciling our
programs. It is apparent that the government’s program
cannot be identical with any one party’s economic policy
program. The government program will be in part spe-
cific {as published], and in part a result of compromise.
I will not be able to respond in regard to this issue as long
as we are able to reach an agreement with the rest of the
parties concerning coalition, and in regard to the recon-
ciliation of our programs. We must assess the country’s
actual economic and financial situation; thereafter we
will be able to respond to this question within ten days,
based on the economic program we announced, the
Bridge program, and the program prepared by the Blue
Ribbon Committee, as well as other reconciled pro-
grams. We clearly favor the acceleration of privatization;
we regard the establishment of the institutional system
for a free market economy as important. We must
establish foundations for social welfare actions and for
the [related] institutional system, capable of balancing
the consequences of structural transformation, such as
unemployment. Our goal is to maintain the country’s
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solvency and to harness inflation. This can be achieved
only by stimulating the economy and by increasing
exports. I cannot say more, because if I did, I would be
cutting ahead of coalition negotiations.

“As far as Hungary’s leaving the Warsaw Pact is con-
cerned, Hungary already announced this [intent] in
November 1956. Accordingly, we regard this issue as a
historical legacy, and at present we consider it to be part
of negotiations concerning the European security system.
All of this is related to the organization, equipment, and
situation of the Army. Accordingly, this is a package
plan, which represents a problem cluster during the
initial period of the government. I believe that there is no
doubt about our intent.*

[Financial News Network (U.S.)] ““What is the economic
climate like in Hungary? What would you say to Amer-
ican businessmen?”

[Antall] “I would say that we are awaiting investments
and that we support foreign investment, the importation
of operating capital. We are doing everything [possibie]
to establish the legal, economic, and political conditions.
Along with our commitments in Europe, we consider it
very important that the idea of the Atlantic community
prevail. This is not simply a military issue; I want to
indicate instead the fact that North America and Europe
belong together, including American economic presence
in Central Europe. We are awaiting American inves-
tors.”

[SUDDEUTSCHE ZEITUNG] “What is the meaning of
the MDF election poster which calls for spring house
cleaning? Would this not affect the old bureaucratic and
expert staff?”

[Antall] “The MDF clearly expressed its position in this
regard. The political transformation means in part a
change in government which consists of the exchanging
of the government, the ministers, and the state secre-
taries, just as in any other country in cases like this. Also,
the composition of elected bodies will change. In our
judgment the professionals working in the old and in
today’s state administration need not be afraid. Their
knowledge will also be needed by the new government
and state administration. Professionals should not move
from their places, they should not be afraid! Quite
naturally, at the same time we also need new people. All
of this, however, must take place within a legal frame-
work. At the same time, economic transformation will be
accompanied by privatization and the reorganization of
the economy. As far as the posters are concerned, they
are remnants of the totalitarian state. Accordingly,
please look at them carefully!”

[Italian TV 1] “Transition is a sensitive matter here; not
only is the government changing; the system is too. What
are your plans for the first 100 days?”

[Antall] “First of all, the government must reassure the
populace. It must ensure a balanced transition during the
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first 100 days. We must develop the government’s legis-
lative proposals which it will submit to Parliament. A
package plan to contain the necessary actions to be taken
during the first 100 days must be prepared. As far as
Hungary’s neutrality is concerned, Hungary cannot
follow either the Swiss or the Swedish patterns, because
those came about under different historical circum-
stances. Austrian neutrality cannot serve as a pattern
either, because that is the result of a state agreement. The
issue of Hungary’s neutrality arises together with the
matter of Warsaw Pact member countries, and this
constitutes part of the European security system. A new
situation has presented itself, and the matter of neu-
trality must also be interpreted in a different manner.”

The reporter from YEDIOTH AHARONOTH (Israel)
inquired whether Antall feels that the invitation
extended by the Israeli Government to Miklos Nemeth
applies to him. Could we expect to see the new Hun-
garian Parliament begin its activities the same way the
legislature of the German Democratic Republic [GDR]
did: to apologize to the Jewish people?

[Antall] “I will begin by replying to the second part of
your question. I feel that Mr. Lahav [the editor] is not
accurately informed, considering the fact that in 1946
the Hungarian National Assembly created a law to
condemn the persecution of Jews, and in conjunction
with this it intended to make amends to the Hungarian
Jewry. This took place in the framework of a ceremonial
meeting, and, | emphasize, the then National Assembly
declared this as a matter of law. The Hungarian Parlia-
ment did the same at its session last spring, in response
to an MDF initiative. Accordingly, the Hungarian legis-
lature has done twice what you are inquiring about. I
want to call your attention to the fact that Hungary must
not be regarded in the same way as Germany. Holocaust
in Hungary began after 19 March 1944, at a time when
Hungary was under German occupation. Until that time,
the largest Jewish community in Europe lived in Hun-
gary. Tens of thousands of Jews from abroad found
refuge in Hungary. As a result of this our country was
recognized for the protection it provided in the interest
of the Jewry from abroad. My father also received the
Order of Jad Vasem. He helped to save several tens of
thousands of Jews. There is a memorial plaque in his
honor in Israel, and they have planted a memorial tree in
his honor. The association of Polish and Hungarian Jews
saved from the Holocaust greeted me in a separate
telegram on the occasion of the MDF election victory. |
am not aware of an act by the GDR between 1949 and
1990 that is similar to the act of the Hungarian legisla-
ture. Accordingly, I am unable to accept the question the
way it was raised.

“I will, of course, accept the invitation, but only if such
an invitation is really extended. Entirely independent
from that invitation, I do have an invitation from the
Israeli Government in relation to the honoring of my
father. I am by all means an advocate of balanced
diplomatic relations, and we would like to maintain
close, good relations with Israel.*
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[NEPSZABADSAG] “Mr. Chairman, you have stated
several times that ‘we will be the best friends of the
peoples of the Soviet Union if they take the shackles off
our hands.” How do you envision future Soviet-
Hungarian political and economic relations? Are

-Western press reports which claim that you received an

invitation from Soviet President Gorbachev true?”

[Antall] “Indeed, along with our commitments to
Western relations we will also endeavor to maintain
proper relations with the Soviet Union. We would like to
settle both the removal of Soviet troops and the issues
related to the Warsaw Pact in the best possible way. We
feel that it is important for us to strengthen our direct
relations with the Soviet Union along with the transfor-
mation and modernization of the Soviet state. We intend
to establish direct relations with Soviet enterprises,
moreover, we are making an initiative so that Western
business circles and banks may also utilize the experi-
ence we have gained thus far. I have not received any
invitation whatsoever from Mr. Gorbachev. At the same
time, I was asked at an earlier press conference whether
I would accept an invitation from the Soviet Union if
received one. I replied in the affirmative. Then the
person who asked the question made reference to the fact
that I received invitations from numerous West Euro-
pean and American leading politicians and heads of
state. There is nothing specific at issue insofar as a Soviet
invitation is concerned. I do not think that the Soviet
Union would extend such an invitation before the new
government is established. A Soviet invitation may be
extended at best after the new government is estab-
lished.”

‘Duty To Accept Responsibility’ Proposal Text
Published

25000695F Szekszard DATUM in Hungarian 8 Mar 90
p 10

[“Recommendations by the Independent Lawyers’
Forum (FJF) for the Drafting of a Law Concerning
Revelation of the Personal Causes of the Hungarian
Crisis Situation, and in Regard to the Duty To Accept
Responsibility™]

[Text] A broadly based need is being expressed by
Hungarian society to identify the persons who created
the country’s present crisis, and further, that the duty of
these persons to accept responsibility be established by
an appropriate organization, in a legal manner, consis-
tent with the requirements of constitutional statehood.

A society which endeavors to formulate a constitutional
state has no interest or goal in obtaining satisfaction for
real or perceived injuries in the form of a popular
judgment. Considering the fact that laws presently in
force are not suitable in every respect to satisfy this
societal need, a law, moreover a law having the force of
the constitution, must be framed to fill the legal void and
to provide the needed material, legal, and procedural
rules and to establish the institutional system needed for
this purpose.
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The law to be framed must bring an era to its conclusion;
consequently, once it fulfills its function it will no longer
have a purpose.

There is no doubt about the timeliness of this law; this
fact, however, must not provide an opportunity for the
creation of uncertainty in society as a result of hasty
proceedings. It is the intent of the law to establish an
independent system of duty to accept responsibility,
without disturbing rules of responsibility which may be
established on the basis of other branches of law. As a
consequence, the system of legal consequences provided

for in this proposed law is peculiar. -

I. Time Period Covered by the Proposed Law

The starting date of the period during which conduct
manifested may come under the authority of this law is
20 August 1949, the day when the so-called Constitution
(Law No. 20 of 1949) gained effect. This is the date when
a National Assembly, elected as a matter of formality,
created a law that provided for the party-state system. By
giving the force of the constitution to the leading role of
the Communist Party, it established a public law status
for the party and its functionaries.

Since until the 20 May 1988 party conference it was not
possible to discuss the substantive examination of the
party-state and its institutions, the statute of limitations
in regard to conduct under the purview of this law shall
start on that day.

11. Scope of Persons Covered by This Law, and Scope of
Responsibility

1. In the framework of the proposed law the following
persons have a duty to accept responsibility:

—National and county level state and state administra-
tive officials who exercised public power and were
empowered as an authority;

—National and county level office holders of the state
party, and of so-called social organizations designated
in the proposed law (e.g. the National Council of
Trade Unions [SZOT] and the Communist Youth
Association [KISZ]);

—National commanders of the armed forces and armed
bodies:

—Leaders of economic organizations of a national scope
whose specific members are defined in the proposed
law; and

—National managers of culture, the sciences, and the
written and electronic press, and the leading associates
of the national institutions of these;

except if they prove that in the course of their activities
they proceeded in a manner that could be expected in
general from an office holder.

Here the law establishes a well defined group of persons
which must not be expanded by way of interpretation.
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2. Further, the local leaders of the same organizations
have a duty to accept responsibility insofar as it is
proven that in the course of their activities they did not
proceed in 2 manner that could be expected in the given
situation and considering their function.

I11. Procedural and Organizational Rules
1. Organization

A parliamentary committee having nationwide jurisdic-
tion shall be established. It shall include a member of the
Supreme State Accounting Office. In addition, one of
each of the committee members shall have completed
their university level education in the field of law,
economics, or engineering. This committee shall proceed
with regard to persons who exerted their activities at the
national level. (II/1.)

Local autonomous governments shall establish commit-
tees. One member of each committee shall hold a degree
in the field of law, economics, engineering, or agriculture
(as needed).

2. Procedure

(a) Ex officio proceedings shall be initiated in regard to
matters over which the national committee has jurisdic-
tion.

(b) Proceedings in cases involving local leaders shall be
initiated upon the written proposal of 50 citizens, or
some other number of citizens to be defined.

(c) The proceeding committee shall reach a *““decision,”
in which it shall establish the duty to accept responsi-
bility, shall apply a legal disadvantage, or shall discon-
tinue the proceeding. The person subject to the pro-
ceeding may challenge in court the ‘‘decision”
establishing a duty to accept responsibility. The decision
rendered by the proceeding committee shall be based on
evidence examined by the committee.

(d) Proceedings under (b) above shall not be open to the
public, nevertheless the decision shall be made public.

IV. Legal Disadvantages That May Be Applied

The proposed law provides for the application of the
following legal consequences in regard to persons whose
duty to accept responsibility has been determined:

1. The publication of the condemning decision. Such
publication shall include the accurate description of the
person condemned and his activity, and shall be publi-
cized in the written and the electronic media.

2. Action to decrease compensation (e.g. the reduction of
the rate of pension, salary).

3. Removal from office.

4. Obligaton to accept responsibility by surrendering
assets acquired (the rendering of real estate, personal
property of a high value, works of art as public property).
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These legal disadvantages may be applied jointly. The
proceeding committee may initiate proceedings at the
court having jurisdiction for the determination of
responsibility based on other law.

V. Closing Provisions

The proposed law shall go into effect on the date of its
promulgation.

The law shall lose force five years after the date of its
promulgation.

Budapest, 2 March 1990
Independent Lawyers’ Forum

POLAND

Electoral Commissioner on Office Duties, Election
Organization

90EP0495A4 Warsaw GAZETA WYBORCZA in Polish
9Apr90p 5

[Interview with Jerzy Stepien, General Electoral Com-
missioner, by Dobieslaw Rzemieniewski; place and date
not given: “The Most Straightforward Elections in the
World™]

[Text] [Rzemieniewski] What is the role of the General
Electoral Commissioner?

[Stepien] I appoint voivodship electoral commissioners,
who are the appropriate organizers of elections and,
basically, have the greatest powers. I also decide on
interpreting the electoral law, in which I am assisted by
a collegium consisting of, in addition to myself, three
justices of the Supreme Administrative Court and three
justices of the Constitutional Tribunal. Essentially, I
replace the former state electoral commission.

[Rzemieniewski] Is the collegium an advisory body?

[Stepien] Not only that. It can also be appealed to against
the decisions of voivodship electoral commissioners,
and then its rulings are binding. In other cases they are
not, but the opinion of such superb experts will be to me
nearly always decisive.

[Rzemieniewski] Last Saturday you appointed the
voivodship electoral commissioners.

[Stepien] They are judges of voivodship and local courts.
The point was that they would be impartial and apolit-
ical persons. The judges will succeed in settling issues
outside the courtroom, which will be greatly needed,
especially in contacts with political parties.

[Rzemieniewski] What are the tasks of the voivodship
commissioners?

[Stepien] They form electoral districts, determine the
membership of territorial electoral commissions (corre-
sponding to the former district commissions) and consider
complaints about the activities of these commissions. They
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will also have to decide, once I define the general rules,
how much radio and television time should be allotted to
individual parties and groupings for their electoral cam-
paigns.

[Rzemieniewski] The membership of the territorial elec-
toral commissions and the boundaries of the electoral
districts will be determined on the recommendation of
presidiums of people’s councils which, owing to their
political makeup, may not be objective. It is even being
said that in single-seat electoral districts the winners of
elections will be those who determine properly the
boundaries of these districts.

[Stepien] This thinking is very much exaggerated. A
voivodship electoral commissioner is not bound by the
recommendations of people’s councils and if the voters
are dissatisfied with his decisions, they may appeal to the
collegium. Besides, the existing officialdom is aware that
this will be the first serious test of its professionalism,
competence, and loyalty to local governments. If it
stumbles at the very outset, its further retention in the
administration of local governments will become
doubtful.

[Rzemieniewski] Can citizens’ committees monitor the
decisionmaking processes?

[Stepien] Of course. They can and should watch over it
all so that it may follow due process.

[Rzemieniewski] Will there be problems with balloting
and vote-counting?

[Stepien] I do not anticipate any complications: I want to
reassure all those who fear them. There have never
before been such straightforward elections.

And as for the allocation of seats to the election winners,
this essentially reduces to the ability to divide one
number by another, and in Poland the art of division is
taught in the 4th grade. At any rate, if one does not know
how to divide a larger number by a smaller one, he
cannot advance to the 5th grade.

[Rzemieniewski} Are special television and radio broad-
casts envisaged as part of the electoral campaign?

[Stepien] Yes. The local television news broadcasts will
apportion 15 minutes daily to discrete political organi-
zations and parties for their electoral campaign, and the
radio programs will set aside at various times of the day
from 30 minutes to | hour for this purpose.

We have been pondering the ways of discussing local
government problems on the national programs and
agreed that they should be devoted to explaining the
technicalities of balloting and the basic concepts of
self-government, that is, that they should provide infor-
mation instead of propaganda. However, we do not
exclude panel discussions with the participation of polit-
ical parties. But these matters have not yet been final-
ized.
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[Rzemieniewski] How will broadcasts by different par-
ties be sponsored?

[Stepien] We will not charge any fees for programs
produced at the official television studio. But campaign
organizers may also present programs produced on their
own, e.g., films.

[Rzemieniewski] What about persons unaffiliated with
any party?

[Stepien] Under the electoral law free access to radio and
television is available only for political parties and
groupings as well as citizens’ committees and organiza-
tions and institutions supporting nominated candidates.
Thus, individuals who campaign on their own behalf
alone cannot count on free access to television.

[Rzemieniewski] Are there any constraints on the con-
duct of the electoral campaign.

[Stepien] There is only the prohibition against election-
eering on the territory of workplaces insofar as this
interferes with their normal operations, and the prohibi-
tion against electioneering on election day. There are no
other constraints.

[Rzemieniewski] And what about printed matter?

[Stepien] Wall posters, inscriptions, and flyers relating to
elections are protected by law. They are not subject to
prior censorship. If they contain untrue information, the
courts may order their confiscation or prohibit their
dissemination. Untrue information in the Press must be
rectified within 48 hours.

[Rzemieniewski] How will the elections be financed?

[Stepien] The activities of the electoral commissions and
commissioners will be funded from the State budget. But
the costs of the electoral campaign will be defrayed by
the political parties and groupings concerned. Another
innovation is the requirement that the costs of the
electoral campaign and the funding sources be made
public within 3 months from election day. There exist no
constraints or prohibitions concerning the financing of
the campaign.

[Rzemieniewski] Thank you for the interview.

Mazowiecki Comments on Strong Bond With
Catholic Intellectual Club

90EP05184 Krakow TYGODNIK POWSZECHNY
in Polish No 15-16, 15-22 Apr 90 p 2

[Speech by Tadeusz Mazowiecki: “We Are Facing Great
Tasks™]

[Text]

[Boxed item: The address published below was delivered
on | April at the general reports-elections meeting of the
Warsaw Club of the Catholic Intelligentsia.]
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I have spoken from this podium many times but today it
is a special moment for me. I was given the floor here.
First of all, | wish to greet very cordially all those present
and absent here. I avail myself of this occasion because
nowadays 1 have fewer opportunities of meeting with
you but I want to greet all of you very cordially and
declare that here are and shall remain my roots. I was the
first to enter this room in the fall of 1956. I was followed
by Mrs. Natalia. Together with Zygmunt Skorzynski,
who is present here, and others, I am a founding member
of the Club. To be sure, I do not know whether nowadays
the members of the Club whom I know and who are close
to me outnumber those who have departed to that
bourne beyond which there is no return, beginning with
Jerzy Zawieyski. But, as I said, I was here and shall
remain here, even after I am no longer the Premier. I was
here when I had been interned. I am here now. And |
shall always feel linked to this community, which 1
helped to create and to which I owe so much.

I would like to state that, so far as the general tasks facing
us all nowadays are concerned, tasks which in a moment
will be discussed by Andrzej Wielowieyski, that 1 per-
ceive them to lie chiefly in three basic domains.

First, there is the great process of transformations, from
totalitarianism to democracy. Transformations which I
believe are most far-reaching in Poland among the
countries of East-Central Europe. 1 am sometimes told
that others are overtaking us. Let me tell you openly and
honestly that I do not have any “lag-behind” complex. I
believe that it is the transformations in our country that
have been the deepest. Based on my knowledge of the
other East-Central European countries, this is indeed so.
Our transformations have reached deeply into the polit-
ical domain and are linked—there being a linkage
between the two—to economic transformations which
are not as far-reaching in any other Central European
country. We shall continue to consistently promote these
transformations, and in a manner at that which is
eliciting respect from the world and giving Poland a
genuinely good name. [ was able to ascertain this in
nearly all my journeys. This style of accomplishing
consistent and decisive changes in a peaceful manner,
without inciting a surge of hatred, is eliciting tremendous
respect for Poland.

The second domain of great changes is precisely the
economy. I think that the accomplishments so far are in
practice reflected in the halting of inflation. If this is
consolidated, it is a very great thing which enhances
recognition of Poland. But economic restructuring,
broad-scale privatization which will revitalize and
revivify our economy, is a crucial issue. At the moment
this is the fundamental task: to counteract the recession
and revive the economy. I would also like to declare to
our community, where 1 have taken the floor so many
times, that the concept of the social market economy
which I mentioned in Sejm was not mere phrase-making
to me. I believe that we must work toward such a social
market economy. But first we must emerge from this
great crisis. Conditions should be created for achieving
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not so much in the sphere of production as in the sphere
of distribution, and above all of distribution for social
purposes, that which can be defined as the social market
economy.

The third great domain of activity concerns Poland’s
place in the evolving and changing Europe. I believe that
Poland is and can be a highly important factor in the new
European order. Particularly during my last trip to North
America I stressed that Poland should be appreciated as
an element of that new European order-—a Poland that is
bordered on one side by a Germany that is becoming
unified and on another by a Soviet Union that is
undergoing great changes with as yet unforeseeable con-
sequences. And also a Poland that is facing great changes
in Central Europe, changes that are affording a tremen-
dous opportunity but are not free from perils, including
the peril of a reversion to “Balkanization,” of the rena-
scence of various ancient conflicts among the nationali-
ties and countries of East-Central Europe. Poland in that
area and in that process of rapprochement of two parts of
Europe can be a major element of European policy, of
the nascent new European order. This new European
order has to be worked out together with a system of
collective European security whose outline no one can
yet conceive but which must replace the traditional
division into military blocs.

And this creation and strengthening of the new role of
Poland in a new Europe is the third great task facing us
as a country and a state.
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Lastly, I wish to state that in the inception of this process
of the recovery of independence I perceive the great role
of the people, the tremendous significance of the fact
that the Polish society is showing such understanding of
the existing difficulties. I also perceive the tremendous
significance of the fact that the proactive individuals
who have committed themselves to working for the
government, for various offices, and for the Senate and
Sejm, include a sizable proportion of persons whose way
of thinking was formed precisely here, in this and other
Clubs of the Catholic Intelligentsia. I think that these
persons—we all—sense the value of this contribution
and of our attendant personal growth. I wish also to
acknowledge the contributions of those of my colleagues
who continue the work of the Clubs of the Catholic
Intelligentsia while others among us had to occupy
ourselves with other work. I am thinking with great
esteem of these colleagues, and especially 1 want to
mention Stanislawa Grabska and Stanislaw Latek.

1 believe that this Club, meaning both its older and its
younger members, should perceive the tasks it faces, and
especially these great formative tasks. It will be increas-
ingly important not only to demolish the relics of the
totalitarian system but to build. That will be a more
difficult task, but it is so important to creating our
nascent democracy. And only persons with stalwart
convictions can cope with this task. I think that pro-
viding assistance in this building and creation is a great
task of this and other Clubs of the Catholic Intelligentsia.
That is what I wanted to say, and also to greet very
cordially all and each of you separately.
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GERMAN DEMOCRATIC REPUBLIC

Force Reduction Problems Surveyed

90GEQ0774 East Berlin NEUES DEUTSCHLAND
in German 20 Apr 90 p 7

[Article by Frank Marczinek, under secretary for disarma-
ment: “Military Roundtable With a Lot of Unknown
Edges™]

[Text] Even to representatives of the 89 Appeal it was
astonishing that in the latest variant for reducing the
strength of the NVA [National People’s Army] presented
at the Military Roundtable, the Appeal’s radical demili-
tarization idea was taken up and scrutinized for its
implementability. As was determined, eliminating the
equipment of the Armed Forces will take 10 years. About
3,400 employees and 300-400 security force members
are needed for this. A somewhat longer time period is
required for the existing 300,000 tons of ammunition.

Upon closer consideration it showed what an extensive
field the conversion represents. Prof. Hensel of the
Advanced School for Economy stated in his expert report
that although the “special production” (armament produc-
tion) of the GDR represents “only” one percent of the
production of goods, that is still M 5.5 billion! The NVA’s
cancelling of arms contracts means enormous losses for
some enterprises. For example, the shortfall for Spezial-
technik VEB [State enterprise] in Dresden amounts to
more than M 500 million—without secondary losses.

At that time there was still a lot of guessing when the talk
turned to an office for conversion and disarmament.
Meanwhile, the cabinet has confirmed that one will be
created. The office is to be conceived by May of this year
and then begin its work. How very urgent this is is shown
by the fact presented by Col. General Goldbach about the
ongoing disarmament. The elimination, begun as early as
the beginning of 1989, of 600 tanks and 50 fighter aircraft
is nowhere near completion. Personnel and technical prob-
lems appear to be the obstacles here. For instance, the
question is asked, among others, whether it is more effec-
tive to scrap the Ural 375 D and other military equipment
or to give it back! The need for comprehensive technical
leadership is thus obvious. The minister wants to meet it
by creating a Technical Office in the NVA.

However, a far more important issue concerns the people
affected. For that, a comparison of the situation in the
GDR and FRG (see the table).

NVA Strength about Bundeswehr 490,000
130,000 Strength

Professional cadres about 240,000
60,000

Civilian employees about 100,000
50,000
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Civilian employees in about —
NVA enterprises 10,000
Special production in about 200,000
civilian enterprises 100,000
Total 220,000 540,000

(Data according to information from the Roundtable; SOLDAT UND
TECHNIK 2/90. p 81; NEUE ZEIT 7/90)

The statistics show that in both German nations—
without the allies—about 760,000 people are immedi-
ately affected by disarmament and conversion processes.
Assuming that each “militarily oriented employee™ has
at least one to two dependents, this problem affects a
good 2 million people directly or indirectly. To some
extent they live in areas which would be depopulated
without the Army (example Eggesin: 9,100 inhabitants,
6,000 of whom have “something to do” with the Army).
In my opinion, fundamental decisions must be made in
this respect.

In so doing it is essential that this takes place long before
the Army is “disbanded,” or else “‘an enterprise which
successfully produces space ships cannot cope with the
manufacture of simple sausage machines” (NEUE ZEIT
10/90). Instances of cadre losses, as in Soviet tank
factories, will also take place in the Neubrandenburg
repair plant (800 advanced school and specialized cadres
are “‘superfluous”™ here) or in the Riesa equipment and
tool factory (with 50 percent engineers).

This list is only a tiny fraction of the questions which
must be solved. For this reason there must be global
thinking and local action.

The multitude of scientists in GDR institutes should
determine the location of research by the shortest route.
An institute which is to be allocated to the Office for
Conversion must centrally control these processes and
assign specific short-term research projects. The imple-
mentation will then be conducted by the Office for
Conversion.

The city and community councils should immediately
analyze their situation with industry and public educa-
tion and tackle solutions. There could conceivably be an
employee who controls this complex process. Financing
takes place through society, since it has created the Army
and must, unless it wants to abandon its own “child,”
retrain it into a healthy, educated “worker.” In the short
term conversion will require money and clever ideas. In
the medium term it will release people and capacities,
and in the long term it will benefit the environment,
peace and security. As we know, the 89 Appeal took up
this problem in February in Berlin and passed a seven-
point plan. It shows the way toward gradual demilitari-
zation,

I N
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Many spoke months ago of visions instead of divisions,
which are merely illusions. Time will show us what can
be done. Today, the question is not whether there should
be neutrality, membership in NATO or the Warsaw pact
or UN status, but it is a matter of eliminating military
thinking and existence. The conversion belongs to the

future; whether gradual, unilateral or on equal terms are
questions of form, which only determine how but not in
which direction.

The “conversion science” will have to get going, unless it
wants to become the whore of military policy.
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[Article by University Lecturer Dr of Laws Hans Juergen
Mueller, Potsdam-Babelsberg: “GATT Membership as a
Legal and Organizational Prerequisite for the GDR’s
Integration Into the Global Economy™]

[Text] Economic reform requires not only that internal
legal rules be revised but also that commercial and
foreign trade Jaws be made to conform to currently
recognized international rules. This applies in particular
to the General Agreement on Tariffs and Trade (GATT),
even if immediate participation is not possible.

Even though the GDR—after the creation of an eco-
nomic and monetary union of the two German states,
respectively, or after making Germany a unified state—
appears to be headed toward EC membership, this basic
requirement remains unchanged. On the contrary, the
very probability of such a course requires an energetic
and extensive adaptation to the realities of international
relations, by shedding the former, ideology-mandated
restrictions which have kept the GDR from becoming
integrated into the global economy.

The General Agreement on Tariffs and Trade

Today’s international trade relations are greatly affected
by GATT. Its principles and standards, the way this
agreement functions and its procedures provide a gen-
eral legal and organizational basis for the conduct of
foreign trade. GATT signatories are responsible for
roughly 85 percent of all international trade. Currently
98 states are members. One country (Tunisia) has
announced its intention to join provisionally. Another
28 states are observing the agreement on a de facto basis.

The General Agreement on Tariffs and Trade was
worked out simultaneously with negotiations on the
establishment of an International Trade Organization
(ITO) and signed on 30 October 1947. It became effec-
tive on | January 1948 and was to remain in effect until
rendered redundant by the Havana Charter; actually, it
represents an early implementation of that Charter’s
chapter on world trade. As is known, the Havana Charter
never materialized and this temporary provision, there-
fore, became permanent.

In the mid-fifties a second attempt to create an interna-
tional organization competent to deal with world trade
(OTC) [Organization for Trade Cooperation] failed, and
GATT—originally merely intended as a legally binding
international treaty—itself developed an organizational
structure and became an international organization,
without thereby adversely affecting its function as a
multilateral trade agreement.
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While GATT concentrated in the first years of its exist-
ence primarily on the reduction or partial elimination of
tariffs, its orientation later changed, not the least because
a series of multilateral negotiations succeeded in consid-
erable lowering tariffs worldwide. It now started to deal
with an increasing number of other than tariff-related
restraints of international trade. The Tokyo round of
discussions (1973-79) created numerous rules, particu-
larly in the form of codices, which went beyond or
concretized the provisions of the General Agreement;
however, they were not accepted by all parties to the
GATT Treaty.!

Efforts in this direction continued in 1986 with the start
of the Uruguay round of discussions, which are sched-
uled to be concluded in 1990. The aim of these discus-
sions—unchanged from the seven preceding rounds—is
the further reduction of tariffs and to make existing
GATT rules more precise. This includes the problem of
protective clauses which the Tokyo discussions were
unable to solve. The negotiations also deal with other
items, which the General Agreement does not address at
all or only inadequately, such as trade-related aspects of
investments and intellectual property.

Extremely relevant is the initially highly contested inclu-
sion in the negotiations of international trade in services.
The objective is to liberalize and extensively open up this
area by creating internationally-agreed-on standards in a
field which heretofore was almost exclusively controlled
by national regulations and, consequently, shielded
against the outside.

The General Agreement is based on a neoliberal concept
of international trade, according to which tariffs consti-
tute the most important—and, in perspective, the only—-
instrument of taxation in foreign trade. It is the goal of
tariff reduction negotiations to reduce and, finally, to
completely eliminate this instrument as well. However,
this “ideal concept” must be compromised in many ways
by allowing state intervention by other means than
tariffs (custom duties). However, protection of the
national economy by means of quantitative restrictions
is in the nature of an exception and only possible under
certain conditions specifically defined by the agreement.

The negotiated tariff reductions are incorporated into
lists, which become an integral component of the Gen-
eral Agreement, so that they can no longer be raised
again unilaterally. Each GATT signatory power is enti-
tled to these fixed tariffs, both as a consequence of the
most-favored nation treatment, pursuant to Article I,
Paragraph 1, and by direct entitlement, pursuant to
Article II. Both, the most-favored nation treatment and
direct entitlement to the listed tariff concessions, serve
the realization of the nondiscrimination principle which
permeates the entire agreement. The same trend is
furthered by the equal treatment afforded both domestic
and foreign goods within a country (regime nationale).
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To maintain flexibility the General Agreement relies on
a differentiated system of legal obligations. These obli-
gations came into being either as a result of individually
differing commitments or by allowing in various ways to
exempt treaty partners, individually, in groups or even in
their entirety, from certain obligations either tempo-
rarily or indefinitely.

So far the General Agreement is not yet absolutely in
force (as provided by Article XXVI, Paragraph 6). This
condition is not likely to change in the foreseeable
future. With regard to original members, the protocol of
30 October 1947 for the provisional application of the
treaty serves as a basis.” This protocol calls for the
unconditional application of Parts I and III (Articles I
and II and Articles XXIV-XXXYV) as well as the appli-
cation of Part II (Article III-XXIII) “to the greatest
extent possible without violating existing laws.” Collec-
tive or individual accession protocols, containing corre-
sponding determinations, were concluded with states
which joined subsequently. Part IV (Article XXXVI-
XXXVIII), which was added to the agreement subse-
quently, is also to be applied unconditionally; however,
some signatory powers hesitated—even after it came
into force on a de jure basis in 1966—to accept this
amendment.

The differentiated commitment of individual treaty sig-
natories to Part II of the General Agreement led initially
to considerable differences in respective obligations of
the signatories with regard to the area not subject to
tariffs. Subsequently, however, these differences were
gradually removed, at least between the major world
trade powers, largely because of the codices established
by the Tokyo round of negotiations. However, these
codices, in turn, led to further differentiations with
regard to those states which did not accept them.

An additional differentiation with regard to rights and
obligations is created by a country’s manner of partici-
pates in GATT. While observer status does not grant—at
least not so far—any of the material rights or obligations
accruing from the General Agreement; agreements in the
form of protocols are concluded with associated states,
or with those who join either provisionally or absolutely.
These agreements define both material and procedural
obligations. In case of association status, interested
member states and the associated state conclude a mul-
tilateral trade agreement which uses the General Agree-
ment as a model; in case of states joining provisionally,
an agreement is reached between the provisionally-
entering state and interested member states concerning
the extent to which GATT rules should apply in their
mutual relations.

The association status and the provisional membership
status are forms of participation for countries whose
economic system does not yet permit full membership.
Such participation is primarily useful for gathering expe-
rience, on the basis of which possible additional steps
may then be decided. The terms of such arrangements
are generally limited. This also applies principally to de
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facto membership. Such membership, however, is only
possible for those countries in whose territory the Gen-
eral Agreement had already been applied before that
country achieved its independence; in other words, for
former colonies. Such countries are treated by the signa-
tories just like member states as long as they, in turn, act
like member states. In case such countries decide to
become full members later, they are entitled to take
advantage of simplified membership application proce-
dures.

It is practically impossible to achieve full membership
status in GATT immediately. Membership is first nego-
tiated on the basis of concessions and demands. The
results of these negotiations are recorded in so-called
membership protocols which contain the obligations of
the new member—the so-called entrance fee—as well as
the obligations of the previous member states toward
this country. The “entrance fee,” aside from various
procedural rules, consists primarily of tariff concessions
which are made part of the new member’s tariff list.
Obligations to increase imports quantitatively—which
were agreed to when Poland and Romania became
members because neither disposed over any custom
tariffs—neither conform to GATT principles nor have
they proven themselves to be effective. They cannot be
considered as a basis for defining the obligations of new
members.

After membership becomes effective, and this also
applies to other forms of participation, a period of
transition of several years generally commences. During
this period the new member, as well as the other signa-
tories, adapt their mutual relationships to the new situ-
ation. The new membership is frequently associated with
far-reaching changes of national laws and the economic
system. The obligations of the previous members, on the
other hand, are usually confined to the removal of quotas
and other restrictions not related to tariffs.

The differentiated system of rights and obligations
arising from the General Agreement—outlined above as
aspects of different forms of participation—is already an
indication of GATT’s high degree of flexibility and
adaptability.> However, anyone who concludes that all
this points to an erosion of GATT, completely misun-
derstands the situation. It is in all probability just these
internal adjustments which enable GATT not only to
continue its existence but also to increase its authority
and influence significantly—notwithstanding the
demand made by many sides to tighten GATT disci-
pline.

The Advantages of Membership in GATT

The large number of states which joined GATT, the
forms of participation utilized by numerous other coun-
tries, as well as official applications for membership
from additional countries (including the Soviet Union,
the People’s Republic of China, and Bulgaria) suggest the
question about the advantages of membership. The
following applies:
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1. The right not to be discriminated against: This is
primarily expressed by the general, unconditional, and
multilaterally recognized claim to most-favored nation
status as defined by Article I, Paragraph 1. Such an
agreed-on most-favored nation treatment is more advan-
tageous than a bilateral agreement to that effect and can
only be rescinded in exceptional cases.

If this right is denied, arbitration proceedings may be
initiated in which a decision is reached on the basis of
legal principles and which, therefore, are to a large extent
objective. The most-favored nation treatment also
extends to all preferential tariff arrangements that treaty
members grant each other—which is also clear from the
supplementary direct entitlement to listed rate conces-
sions (Article II)—and, consequently, to any concessions
negotiated in the future.

However, its relevant area of application is limited to
objects included in the General Agreement. It does not,
therefore, include merchant vessels, the treatment of
which is frequently the subject of bilateral trade agree-
ments. However, on the basis of Article XXXV it cannot
be assumed that GATT membership will automatically
assure that the new member will be treated this way by
all member states. But its negotiating position is defi-
nitely improved.

Since the most-favored nation status is restricted by
GATT to tariffs, its importance is reduced proportion-
ally as tariffs are lowered.

2. The right to nondiscriminatory treatment in areas not
subject to tariffs: This right increases in importance
proportionally, on the one hand, as tariffs are further
reduced and, on the other hand, as the number and types
of trade restraints unrelated to tariffs increase. The
applicable rules in this area are contained in Part Il of
the General Agreement. They are, therefore, subject to
the reservation concerning conflicts with national laws.
However, this restriction is not all that important since
most states have amended their conflicting domestic
regulations to make them conform to corresponding
GATT rules. This happened frequently through the
codices of the Tokyo round and, consequently, applies
only to those who subscribed to them. However, any
GATT member can join these codices.

Particularly important nondiscrimination provisions of
the General Agreement for non-tariff-related areas are
the equal treatment rules for foreign and domestic prod-
ucts defined in Article III and the nondiscriminatory
application of quantitative restrictions pursuant to
Article XIII

While the most-favored nation right (Article I) and the
direct right to listed tariff rates (Article II) result in the
equal treatment of foreign products of different origins,
and while Article XIII also has this effect, Article III
expands the system to the treatment [of products] within
a country (regime nationale).
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3. The opportunity to have an effect on the legal rules
relating to world trade by:

« Participation in multilateral trade negotiations such
as the Uruguay round, which is only possible for
GATT member states, even though one’s ability to
affect the outcome should not be overestimated since
the largest world trade powers also have the greatest
leverage.

« Taking advantage of the right to consultation with
other GATT signatories with regard to any subject
considered relevant and not only to accuse another of
having violated GATT rules [and of the following
additional rights:]

« The right to avail oneself of the conflict resolution/
arbitration system in accordance with procedures
prescribed by the General Agreement and also—if it
concerns a matter regulated by a codex and assuming
the appropriate membership status—of the additional
opportunities provided by the respective codex.

e The right to ask for GATT’s support in enforcing
claims recognized by such proceedings.

e The right to ask for negotiations concerning the
modification of rate-concession lists, pursuant to
Articles XXVIII and XXVIII to, or on the basis of,
special rules of a membership protocol [as written].

« The right to participate in voting procedures and to
present one’s own point of view in meetings of
TREATY SIGNATORIES (when written in this
manner it always involves GATT’s highest organ—
something like a committee of the whole) and of the
GATT Council; however, formal votes are rarely
taken since the consensus principle applies in most
cases. In case of membership in secondary GATT
agreements (codices, multifaceted agreements) corre-
sponding actions may be provided for.

4. The right to be informed by other treaty signatories of
matters of importance to the formulation of that coun-
try’s own foreign trade policy (Articles X and XV).

As an important aspect of international trade or eco-
nomic policy, GATT cannot be replaced on a short or
medium-term basis. Other forms of long-term solutions
also cannot—to the extent that they could be considered
at all—be implemented without these institutions or
bypass them. The UN Conference on Trade and Devel-
opment [UNCTADY] is not even a conceptual alternative
and other institutional solutions are not on the horizon.
Anyone who wants to have an influence on the legal
framework of world trade can do so only by participation
in GATT and by the agreements for which GATT
provides the structure.

Third-party states are more and more becoming out-
siders even though they, too, are bound by GATT rules
to a certain extent. They can, of course, enjoy corre-
sponding advantages through bilateral agreements (e.g.,
through trade agreements)—provided they can find a
willing partner—but these can never be as far-reaching as
those provided by the General Agreement.
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GATT terms, unilaterally granted to third-parties by
some states and by the EC, have the disadvantage of not
being protected in any way by internationa! law. They
can be withdrawn at any time and without explanation.
It should also be mentioned that the states associated
with GATT are becoming increasingly unhappy about
countries which want to enjoy the privileges without
assuming corresponding obligations.

The rules and procedures of the General Agreement
contribute to a large extend to economic stability, and to
the clarity and predictability of international commerce.
Thus, GATT is an important factor in the creation of an
international economic system of the future. Viewed in
this way, it becomes an indispensable institution.

The elimination of all forms of economic discrimination
and protectivism has long been high on the list of the
GDR’s demands for the democratic restructuring of
international trade relations. It was repeatedly requested
that granting most-favored nation status not be coupled
with political demands. However, in view of the fact that
the General Agreement with regard to international
trade constitutes the most extensive complex of nondis-
criminatory and antiprotectionist rules and procedures
the credibility of a state would suffer seriously, if the
state making such statements made no concrete efforts
toward their realization. Participation, therefore, makes
sense not only for foreign trade but also for reasons of
foreign policy.

Participation in the General Agreement, in the last
analysis, requires the transition to a system of commer-
cial and foreign trade laws which conforms to GATT
principles; that is to say, when restructuring a system,
which needs to be changed in any case because of
conversion to a market economy, the rules of the Gen-
eral Agreement should serve as guidelines. Compatibility
with the legal structure of international trade, and also
with the legal system of other countries to the extent that
it relates to foreign trade, can thereby be achieved. In
view of possibly joining the EC as well as developing
closer ties to the Federal Republic—and, even more
important, in view of the trend toward a single German
state—there is a need for basic correspondence with
FRG’s legal rules and regulations which, in turn, corre-
spond to those embodied in the General Agreement.

However, GATT rules are not only important for trading
with developed capitalist states. CEMA countries are
also moving toward a market economy and, therefore,
utilizing the rules and procedures embodied in the
General Agreement to an ever greater extent even in
their relations with other CEMA members.

In the future market economy principles will also dom-
inate in relations with developing countries. This applies
not only to trade on the basis of mutual benefits, but also
when preferential treatment is granted. This would also
eliminate previously debated problems since the amount
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of GDR aid to these countries—to the extent that it took
the form of trade-—could not, in any case, take the form
of preferential tariffs.

Obligations Arising Out of Membership in GATT

In order to enjoy the benefits of GATT membership—
and this also applies in a corresponding degree to lesser
types of participation—a country must assume specific
responsibilities. The greatest substantive problem in
joining GATT is, therefore, the “entrance fee,” i.e., the
obligations to be assumed. The GDR’s situation is not
unfavorable since it is already, for all practical purposes,
treated like a GATT member by a number of countries
or groups of countries (e.g., by the EC), at least with
regard to tariffs. There are many bilateral trade agree-
ments which embody the most-favored nation principle.
To ask again for “‘an entrance fee” or a surcharge would
be unfair. However, those countries, which so far have
not afforded the GDR such treatment, would be entitled
to ask for concessions which would then benefit every-
body because of the most-favored nation status.

Here it must also be considered that the extensiveness of
concessions also depends on the current volume of the
mutual trade. If the level is low, a country cannot ask for
too much. From this one may conclude that the total
obligations to be assumed cannot be very extensive
quantitatively. But that says nothing about their nature.

While in the past some countries with centrally planned
economies have entered into the General Agreement on
the basis of commitments to raise imports (Poland and
Romania), others have restructured their economy
toward a market economy (Yugoslavia, Hungary). The
entry conditions defined for Poland and Romania were
primarily politically motivated and were supposed to
enable these countries to become more thoroughly inte-
grated into the global economy. This approach was not a
success from an economic point of view, neither for the
GATT members nor the countries themselves. Conse-
quently, both introduced tariffs subsequently to replace
their quantitative obligations by taxes which conform to
market conditions.

The situation is similar with regard to Czechoslovakia.
That country joined GATT in 1948 on the basis of tariff
concessions and later—tolerated by most treaty signato-
ries—introduced a centrally planned economy; however,
Czechoslovakia has been asking for some time now for
the recognition of custom tariffs as an instrument for
taxing imports. In connection with the desires of Bul-
garia, the People’s Republic of China, and the Soviet
Union to become members, it became obvious that
membership could only be affected on the basis of
market-related concessions. This also applies to other
countries. Thus, with the transition to a market economy
the possibility of GATT membership also exists for the
GDR.
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Tariff Obligations and Custom Values

Although there can be no doubt about the type of
obligations to be assumed when joining GATT, the form
of the tariff commitments to be agreed on remains
undefined. So far the GDR has no custom tariffs, but
even their existence would not necessarily solve the
problem. This is especially true for the tariff rates to be
assigned to individual items. It is not at all easy to
estimate the degree of protection afforded thereby and
even the fiscal aspects remain extremely vague since
empirical data are necessarily missing.

These uncertainties do not, by the way, affect only the
GDR but also its trading partners who would, naturally,
be interested in keeping the level of protection low. One
can, of course, make use of other countries’ experiences
but only to a limited degree. Especially a country’s
economic peculiarities account for differences.

These differences include the volume and structure of
imports; the trade policy adopted—or to be adopted—
toward the source of imports as it relates, for instance, to
preferential treatment; opportunities for substitutions
and diversification; trends in demand and consumption.
Not to be underestimated is also the importance of the
type of treatment accorded the importing country by the
major suppliers of the respective products with regard to
its exports.

From all this it follows that the transition to an effective
tariff system, that is to say a tariff system which tends to
regulate imports by means of price—assuming that tar-
iffs already exist—takes some time. An equilibrium that
all participants would consider fair, can only emerge
after a certain amount of experience has been accumu-
lated. This requires a transitional period during which an
effective tariff system evolves step by step.

A nomenclature constitutes the basis for any tariff. It
serves to classify, systematize, and codify all traded
products. The assignment of specific tariff rates to spe-
cific products or types of products is a second step
toward the creation of a tariff system.

Since the International Convention on the Harmonized
Commodity Description and Coding System* went into
effect on 1 January 1988, most states have started to
adapt their national nomenclatures to this six digit
multipurpose nomenclature, which can not only be
applied to custom duties but also to freight, insurance,
foreign trade statistics, etc. The problems caused by the
incompatibility of the 17 different nomenclatures used
heretofore are thereby eliminated.

The harmonized system is primarily based on the Brus-
sels Tariff Nomenclature (BTN)? which was created in
1950 at the same time as the Customs Cooperation
Council (CCCQ) for the purpose of cooperation in the area
of tariffs and became effective in 1959. In 1974 its name
was changed to the “Nomenclature of the Customs
Cooperation Council (CCCN).”
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The harmonized list contains 5,019 product groups
which can be identified on the basis of the six digit
numerical code. The list is also subdivided into 21
sections and a total of 99 chapters which comprise 1,241
items and additional subsidiary items.

Also included in the list are:

o Six general interpretive rules;

 comments which concern specific sections, chapters,
items and subsidiary items or serve to define their
extent and limits; and also

» a list of items arranged systematically which, to the
extent necessary, also contains subsidiary items.

The list is supplemented by several publications which
are designed to expedite its use and to assure that it will
be uniformly interpreted and applied. These are:

» Explanatory comments;

» an alphabetical index;

» a correlation table between the list and the Standard
International Trade Classification (SITC), Second
revision, recommended by the UN for use in foreign
trade statistics; as well as

 a product description list.®

The assignment of specific rates to individual tariff items
can be simplified by foregoing a differentiating
approach. While such a tariff can be constructed rela-
tively quickly, it does not do justice to the needs of the
national economy for differentiated protection. How-
ever, during the transition from a planned to a market
economy, the respective specifications are, in any case,
rather based on guesswork than on precise determina-
tions. The creation of provisional tariffs with little
diversification is, therefore, definitely worth consid-
ering.

Currently tariffs consist almost exclusively of import
duties. While transit tariffs are specifically prohibited by
Article V, Paragraph 3 of the General Agreement, most
states also do not levy export duties since such tariffs
would make the exported goods more expensive and
affect their ability to compete internationally. On the
contrary, a variety of export promotions attempt to help
maintain positions in foreign markets or assist in the
fight to enter new markets.

By viewing tariffs in accordance with their economic
purpose, they can basically be divided into economic
tariffs and revenue duties.” While revenue duties are
primarily designed to raise income, economic tariffs
serve as an instrument of economic policy, especially of
foreign commerce and trade policy, by attempting to
influence the pattern of production and consumption.

Protecting the domestic economy, and particularly pro-
ducers, is a primary purpose. Economic tariffs, therefore,
are primarily protective tariffs which improve the posi-
tion of domestic competitors vis-a-vis foreign competi-
tors, since the price of the imported product is increased
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by the amount of the tariff.® Revenue duties are predom-
inantly levied against goods not produced within the
country. For instance, states in moderate climate could
have tariff rates for such items as tropical fruit, tea, and
coffee. Revenue duties, aside from their fiscal nature, are
also luxury taxes.

Today tariffs are primarily based on ad valorem duties.
These are calculated on the basis of the value of the
product and defined as a specific percentage of that
value. It is, therefore, very important which of the
value-producing components are included. A general
guideline is contained in Article VII of the General
Agreement, which refers to the “real value of the
imported product,” that is to say to the price at which a
product would be sold or offered in normal markets
under conditions of free competition. However, this rule
did not prevent greatly diverging methods of establishing
value, since the proviso of the preeminence of national
laws applies.® Even the Brussels definition of tariff
value'® was not generally accepted and, therefore, an ad
valorem tariff codex'' was negotiated during GATT’s
Tokyo round. Today this codex constitutes the basis for
determining ad valorem duties in the countries which are
most important to world trade.

The ad valorem codex provides for the application of
five hierarchically arranged principles of assessments.
The importer only has the right to chose between the
fourth and the fifth methods. The principles are:

1. Basis of the transaction value, which is the purchase
price, adjusted by the option to correct for such special
costs as packaging, licenses, freight, etc.

2. Using the transaction value of the same type of
product when exporting to the same country.

3. Determination of the transaction value of similar
products.

4. Application of the deductive or subtraction approach;
this means that several price components, such as gen-
eral, freight and other insurance costs, are deducted in
the importing country from the selling price of the
imported product or from the same or similar products.

5. Determination of a calculated value, starting with
production costs and adding certain amounts for such
items as profit, overhead, etc.

If none of the principles is applicable, the tariff value
should be estimated in accordance with Article VII of the
General Agreement and by observing the general provi-
sions of the ad valorem codex. Using the price of the
same or similar products in the country of import as a
basis is expressively excluded under any circumstances.
The GDR’s method of basing licensing fees'2 or custom
duties'? on the retail price within the GDR is contrary to
these provisions. An analysis by the GATT secretariat
came to the conclusion that the transaction value is used
internationally for roughly 95 percent of all imports.'4
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Value determination methods provided by the ad
valorem codex leave it to the discretion of the states
whether to use the FOB price, as in the United States, or
the CIF [cost, insurance, and freight] price, as in most
Western European countries. Since the CIF method
includes freight and insurance in the price, the calculated
transaction value, or some other value used in setting
tariffs, is higher than it would be if the FOB method were
used. Therefore, a higher tariff rate can—if the value is
based on the FOB method—lead quite possibly to lower
custom duties than a formally lower tariff rate would if
the value were calculated on the basis of CIF prices.

Product Origin Rules and Tariff Procedures

Import regulations based on a tariff system normally
assume the existence of country-of-origin rules, espe-
cially when the tariff provides for different rates for the
same goods from different sources. This is intended to
prevent to a large extent that products, which are not
entitled to preferential treatment, nevertheless enjoy
such treatment.

Basically one needs to distinguish between goods which
are produced entirely in one country and goods which
are produced in two or more countries or which have
components which come from different countries.
Whereas the verification problem in the first case can be
solved by the presentation (and acceptance) of a certifi-
cate of origin, the other cases rely on the criterion of
significant modification. This is applied differently from
one country to another but two basic forms predominate.

The West European countries and Japan use a processing
criterion, according to which products made of raw or
semi-finished materials from countries which are not
entitled to preferential tariffs and are then further pro-
cessed in a country which does enjoy such preferential
treatment, the claim for preferential rates will only be
granted if the finished products are classified under a
different code number than the earlier products. This
general rule is in most cases accompanied by lists of
exceptions, which determine among other things under
which conditions a change of the tariff position with
regard to the product’s country of origin becomes irrel-
evant.

It is also possible to make up lists for all those products
which require technical processing or refining proce-
dures, which, if applicable, either establish or preclude a
specific country of origin. Both variants are clear and
straightforward. They do, however, require the consid-
erable effort of producing and constantly updating the
relevant lists.

Country-of-origin rules are particularly important in
connection with free trade areas. They form the basis for
deciding whether products traded between partner
states, if they contain materials from third party states,
are exempt from or subject to custom duties. Although
the criterion of complete production is already inappli-
cable even if the product contains only traces of a third
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party origin, the processing criterion is very important in
the EFTA [European Free Trade Association], for
instance.

Since the rule regarding a change in tariff position would
be too rigid in its absolute form, lists A and B were
created. List A enumerates all the negative exceptions;
namely cases in which further prerequisites must be met
in addition to the treatment or processing steps, which
bring about a change in the tariff position, before a
product can be considered an original product because of
such treatment or processing. List B comprises cases in
which a specific manufacturing process does not change
the tariff-classification number but, nevertheless, allows
the product to be treated as if it had met the country-
of-origin requirements.'>

In other countries—the United States, Canada, Aus-
tralia, and New Zealand, for instance—the necessary
changes are determined on the basis of percentages.
Either the value of the imported materials (raw materials
or semi-finished products) may not exceed a certain
percentage or the value of the domestic material and
certain production costs incurred within the country
must add up to a specific minimum percentage. This
amount is usually between 50 and 95 percent.

This method represents, in the final analysis, a compar-
ison between the value of the imported material and that
of the finished product. It can also be combined with a
method based on the processing criterion. Its advantage
lies in a relatively uncomplicated prior determination of
the value of the imported goods. It can, therefore, be
applied precisely and easily. Disadvantages include fluc-
tuations in the price of raw materials and in the value of
currencies. Different pricing principles also complicate
its application.

Basic rules concerning the origin of products can be
found in Annex D.1 of the International Convention on
Simplifying and Harmonising Tariff Procedures of 18
May 1973'¢, while Annexes D.2 and D.3 concern ques-
tions relating to verification of origin and its control.
This convention, frequently called only by the name of
the city where it was signed (Kyoto), consists of a basic
convention and, currently, 31 annexes. The basic con-
vention defines the obligation of the contracting parties
“to promote the simplification and harmonization of
tariff procedures and, to accomplish this goal, to comply
under the conditions specified by the convention with
the standards and practices recommended in the
annexes’™; each signatory is free to grant even more
extensive relief (Article 2). The enforcement of restric-
tions and prohibitions provided by national laws is not
thereby excluded. Article 8 provides that those annexes,
which a treaty party has accepted, become part of the
convention as far as that party is concerned without
requiring that this party accept all annexes. For a state to
join requires merely the acceptance of the basic conven-
tion and one of the annexes. Many annexes were not
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drafted at the time as the convention but later and not ali
of them are in force. The following specific annexes are
involved:

A.1 Custom formalitics before the custom declaration is
submitted; A.2 The temporary storage of merchandise;
A.3 Custom formalities concerning commercial means
of conveyance; A.4 Custom formalities concerning naval
stores and tourist needs; B.1 The release of merchandise
intended for the free market; B.2 The exemption from
duty of merchandise intended for the free market; B.3
The reimportation of merchandise in its unchanged
condition (returned merchandise); C.t Final export; D.1
Country-of-origin rules; D.2 Validation of country of
origin; D.3 Subsequent control over the certificate of
origin; E.1 Shipment of merchandise subject to customs;
E.2 Transshipment; E.3 Custom storage; E.4 Drawback;
E.5 Temporary import and reexport in its original con-
dition; E.6 Temporary import for active improvements;
E.7 Duty free procurement of replacements of raw mate-
rials for production; E.8 Temporary export for passive
improvements; F.1 Free Trade Areas; F.2 Transforma-
tion traffic; F.3 Custom concessions for tourists: F.4
Custom formalities for the mail; F.5 Custom rules con-
cerning urgent matters; F.6 Reimbursement and relief
from entrance duties; F.7 Coastal traffic (cabotage); G.1
Information provided by custom officials; G.2 Relations
between custom officials and the involved public; H.1
Legal proceedings relating to tariff matters; H.2 Customs
violations; J.1 The use of computers.

The integration of the GDR into the world economy by
its participation in the international division of labor
also requires the adoption of the legal rules which
decisively affect world trade and this, in turn, requires
basic internal reforms. The establishment of a united
German state as well as the expected integration into the
EC both encourage such a course. Consequently, a revi-
sion of the commercial and foreign trade laws is urgently
needed since it is a basic prerequisite for such a course.

All future steps in this area, even if the overall dynamics
of events do not permit immediate participation in the
corresponding international instruments, must use their
multilateral rules as guidelines. That relates to the Gen-
eral Agreement on Tariffs and Trade as well as to tariff
policy that is so intimately tied to it; after all, the
previous system of taxing foreign trade must be com-
pletely replaced by a new, basically different system, a
system which does justice to the requirements of a
market economy.
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[Article by National Price Office Chairman Ferenc Vissi:

“In the Footsteps of Inflation: Will There Be Months of
Peace?”—first paragraph is FIGYELO introduction]
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[Text] Any prevailing government must attempt to
assess the likely movement of prices, because price
movements also provide a background and, in part,
foundations for the implementation of anti-inflationary
policies. In this article the chairman of the National
Price Office tries to find an answer to the question of
what took place during the initial months of 1990 insofar
as prices are concerned.

Governmental action regarding prices was significant
last year and early this year. These measures involved
the same group of products: energy resources, food
products, and infrastructural services. Increases in pro-
ducer and consumer prices “scheduled™ or expected for
the entire year took place early in the year. In both years
the chief motivating factor for price increases brought
about by the central government early in the year was the
reduction of subsidies and the increase in taxes to
improve the budgetary balance, and each of these factors
caused price increases in more or less the same propor-
tions in both years. In both years the forint was devalued
in early spring. The general reason for devaluation was to
stimulate exports and to make imports more expensive,
i.e. the improvement of the balance of payments.
Finally, in the early part of both years monetary restric-
tions were introduced so that the tightening of the money
supply would help control inflation.

Based on all this, the government expected to see that
overall the inflationary processes would slow down
during the year, and that in the second through fourth
quarters the inflation rate would be no higher than one
percent per month.

Conditions That Did Not Exist Last Year

Now that we have reviewed the similarities, let us take a
look at the differences between the inflationary processes
in the early parts of both years. Due to the significant
forint devaluation in late 1989, the beginning of 1990
was already subject to pressure which caused general
price increases. This year the price increases introduced
by the central government early in the year were greater
than they were in 1989. This, in and of itself, resulted in
a higher rate of inflation this year than last year. In 1990
unusually large price changes took place with respect to
a greater array of products, and such changes may be
found not only in regard to price increases implemented
by the central government, such as in regard to water
fees. They also appeared in inter-enterprise relations.
Newly reorganized, mixed ownership enterprises often
“open” with a large-scale domestic price increase. While
during the first quarter of 1989 the “awakening” of the
enterprise field took place basically after the first
quarter, the same could not be said about this year. The
prices of a large part of the products not subject to price
controls have increased during the first quarter, and the
rate of that increase is by far greater than what charac-
terized the situation following last year’s “awakening.”
The tightening of the market subject to settlement in
rubles and the related uncertainty were important
motives in this year’s endeavors to increase prices. Even
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the enterprises which struggle with reduced markets
conserved: Material and parts inventories increased sig-
nificantly while procurement did not decline despite
increasing prices.

Based on these differences we may conclude that the
“inflationary cycle” is becoming shorter in the enterprise
sphere as a result of the acceleration of inflation. This is
because the higher the average inflation rate the less it
will be possible for an enterprise to prolong a price
increase, or to attempt to keep in step with others with a
price increase that is substantially smaller than the
average price increase.

Peculiar Features in Individual Trades

Starting at the beginning of this year, the unrestricted
importation from the West of a significant part of base
materials—iron and aluminum foundry products, wood
materials—became possible. Parallelling this measure,
the previously mandatory pricing practice of conforming
to external market prices has ceased to exist. But the
alternative supply created by freed imports was not
accompanied by the stabilization or reduction of
domestic prices, even in fields where price reductions
took place in the external market in late 1989, e.g.
aluminum. Moreover, in regard to base materials a
general domestic price increase took place early in the
year. There are two main reasons for this. One is that in
December the forint was devalued by 10 percent vis-
a-vis convertible currencies. The other is that with
respect to this group of products prices expressed in
forints are still lower than what could be obtained
through freed imports, the cost of the alternative supply
counted in forints. The prices of certain base materials
and intermediate products, such as caustic soda and
phosphorus, showed a particularly large increase this
year. This was caused partly by the fact that domestic
prices were raised near the levels of Western market
prices at this time. This took place in part with the
assessment of a significant amount of differential sales
tax, while on the other hand, based on agreements with
certain socialist countries part of the trade will be
accounted for in convertible currencies this year, and
this necessarily increases domestic price levels.

The inflationary effects of the devaluation of the forint
are extremely complex. For example, between 1 Feb-
ruary 1989 and 1 February 1990 the average devaluation
of the forint amounted to 21 percent, but the Belgian,
French, West German, Austrian, and Italian currencies
counted in forints became more expensive by between 28
and 30 percent. In given cases, the domestic prices of
imported items are also determined by this rate of price
increase.

Beginning in February in particular, the producer and
retail prices of consumer goods not subject to price
controls increased continuously and to a significant
degree. The prices of virtually all durable consumer
goods increased on the average by between 10 and 20
percent, building materials prices increased between six
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and 20 percent, and the price of laundry products
increased by 20 percent. The price increase that occurred
during the first quarter in the garment industry is still
below the average, but it is larger than expected. Most
price increases relative to high fashion goods will take
place beginning in the second quarter, like last year.

Food and specialty product prices increased substan-
tially in January. The simultaneous price increase of
products, irrespective of whether they are, or are not
subject to price controls was motivated by several fac-
tors. On the one hand, everyone was affected by the
significant increase of energy and transportation costs
independent of the price form [controlled or uncon-
trolled price], while a significant reduction in agricul-
tural subsidies took place at the same time and sales
taxes on specialty goods were increased. Within this
group of products, price increases that took place early
this year generally exceeded the price increases expected
on the basis of increased costs. In this regard shortage
gained expression, such as in the case of cooking oil and
margarine, while in other cases the commercial sector
increased consumer prices by a far greater extent than
the increase agreed upon by industrial and commercial
enterprises. This process began two years ago, when the
commercial sector began to continuously increase its
price margin. Consumption decreased substantially in
response to high price levels, and price concessions
appeared increasingly. Nevertheless the effect of this is
negligible insofar as reduced inflation is concerned.

Price Increase in Response to Word About Price Freeze

Early this year at the Price Office we counted on a few
“months of calm™ to follow the outstanding [growth of]
inflation in January. This expectation was consistent
with last year’s experience. We sensed that this year
opportunities also exist for the inflation rate to be
similar to that of last year. Unexpected phenomena
made their effects felt in the first quarter, however. We
anticipated a smailer price increase than the actual one,
relative to the group of products whose prices are not
controlled. At this time we have official price data for
January and February, but we estimate that the trend
that evolved during that two-month period did not
change in March either.

The introduction of a price freeze was suggested by some
in the course of the election campaign and in parliamen-
tary battles. It appeared that the introduction of some
form of a price freeze would have broadly based political
and social support, but later the parties abandoned the
proposal. In any event, all of this provided sufficient
impetus for quite a few enterprises “‘just to make sure”
and raise their prices, because they know that the legality
of price increases could not be challenged, and that the
government will not prohibit price increases in regard to
products whose prices are not controlled, and whose
import prices are substantially higher than domestic
prices. Based on consultations with enterprise managers
I feel that making the price freeze a part of the political
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struggle served only to increase inflation, because that
was accomplished in the absence of any professional
analysis and explanation.

Inflation is also fed by the overdue settlement of
accounts among enterprises, because as long as cus-
tomers do not pay, it makes almost no difference
whether they are not paying for goods purchased at
unchanged prices, or at prices that are 10, 20, or 30
percent higher. I do not have sufficient reliable informa-
tion as to the amount of time by which the extent of
overdue accounts or the acceleration of the size of
overdue accounts exerts a delayed effect to increase
inflation, but I am certain that the phenomenon of
overdue accounts is one of the chief sources of inflation.

The relationship between interest [rates] and inflation is
virtually a constant subject of debate. A significant
number of new enterprises obtain part of the needed
operating capital on credit, and the ripple effects of such
credit, as well as the ever increasing interest payments,
force new enterprises from the outset to figure as part of
their prices the cost of repaying the borrowed funds. In
certain instances this causes a particularly large price
increase, and we may count on the manifestation of
supplemental inflationary effects consistent with the
growing number of new enterprises. At the same time,
this kind of supplemental inflation is fundamentally
different from the one related to overdue accounts,
because in this case we are dealing with the inflationary
effects of a broadening market economy under the Hun-
garian circumstances, a matter that must not be pre-
vented. Sooner or later, there will emerge within this
process some so-called market organizing prices, and the
inflationary pressure may be reduced as a result of
establishing commercial capital.

In recent months the heads of several producer enter-
prises have stated that they lowered their prices in the
interest of retaining the market or in order to increase
demand, but the commercial sector did not abide by this
pricing policy. Virtually without exception, these pro-
ducer enterprises asked the Price Office to exert pressure
and to enforce price reductions in the commercial sector.
At first glance it appeared that the heads of producer
enterprises were correct, because reduced prices seemed
to present a chance for moderating consumer price
levels. Nevertheless, we did not comply with this request.
Not only because we did not have the legal means to do
50, but also because this kind of activity would conflict
with market economy standards. What is at issue is the
fact that products must have a relatively independent
market at each place where it is possible to sell such
products. The market may be regarded as balanced if
within each individual vertical integration, more or less
balanced supply and demand conditions evolve every-
where. It is no coincidence that competition laws in
developed countries prohibit the setting of retail prices.
It is yet another matter that in the long term-—hopefully
parallelling the privatization of commerce—the mer-
chant may also develop an interest both in retaining
long-term relations with given producers, and in
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achieving an identical growth of the [acquired] market
share. We are aware that this is not yet the case today,
but the functioning of our system thus far has proven
that this kind of mutual interest cannot be replaced by
directives issued by the government.

Expectations

From the standpoint of inflationary expectations, there
are far more uncertainties than there are factors which
may be predicted with certainty. Making estimates under
such circumstances is particularly dangerous. It is no
coincidence that a majority of such predictions use the
“if ... then” approach regarding every factor of inflation.
Space limitations established for this article do not
permit the listing of these, therefore the following may be
regarded only as conclusions reached on the basis of
certain assumptions.

During the first quarter [of 1990] an inflation rate of
between 12 and 13 percent evolved. This is higher than
the nine- to 10-percent inflation rate recorded during the
same period last year. A 12-percent inflation rate is high,
yet this is not of the greatest importance. Of greatest
importance is the question of whether inflation con-
tinues to gain strength or if it declines after the infla-
tionary wave of the beginning of the year subsides. In
recent years price increases have slowed down substan-
tially after price increases have taken place early on, i.e.
only seldom have there been new inflationary waves.
And we were well aware in advance of the causes of such
rare, additional inflationary waves: e.g. devaluation.
Monthly average price increases during such periods of
calm have clearly increased in recent years. While
between 1987 and 1988 the monthly average price
increase regarding products whose prices were not sub-
ject to controls amounted to one half of one percent, this
year it is likely that such increase will amount to more
than one percent. (In terms of specific price increases a
one-percent-per-month inflation rate manifests itself in
price changes of only five percent of the goods sold, but
in regard to those the price increase amounts to between
15 and 20 percent.)

Whether the period during which the inflation will
increase by one percent per month will also constitute a
period of calm depends on several factors. Above all, it
depends upon whether the new government will succeed
in spreading and proving the general belief that future
stability is possible. It depends on whether the new
government will be forced early on to present another
“package to improve the budgetary balance,” and
together with that some additional inflation. Further, it
depends on the extent to which financial discipline is
restored in enterprise relations, and on the length of time
in which enterprises or branches of the economy strug-
gling with significant structural crises burden our lives
with inflationary tensions. In regard to free market food
prices, the volume of the crop represents an important
factor, and this is uncertain, of course. The way prices
take shape in the external market favors the advent of a
period of calm.
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Inflation represents an extraordinary threat amid the present the professional standpoint. The experience gained in coun-
political and economic situation, but taken as a whole, tries which have lived through high inflation, and have
inflation is not yet out of hand. All the problems presented coexisted with such inflation for a longer period of time,
this year may still render this year as a “year of calm,” despite proves that one can arrive at a 50- and 100-percent inflation
the accelerated inflation. Managing the inflationary process, rate extremely fast from a 20- to 25-percent inflation rate.
however, also presumes an extremely streamlined policy from Avoiding this is a societal, a national interest.

Significant Central Government Producer and Consumer Price Measures Implemented in Early 1990

1990 Price Increase
Rate of Increase in Percent Date Introduced
Producer Prices
Coal for power plants 25 8 Jan
Coke 10 8 Jan
Heating oil 10-23 8 Jan
Natural gas 25 8 Jan
Electrical energy 19 8 Jan
P}xblic works drinking water and sewage ser- 16 8 Jan
vices
Railroad freight 30 8 Jan
Piece goods transportation 15 8 Jan
Consumer Prices
Milk 43 8 Jan
White bread 23 8 Jan
Hard rolls, salt sticks 31 * 8lJan
Personal vehicles 25 8 Jan
Gasoline 13.6 8 Jan
Motor oil 30.8 8 Jan
Water, sewage (in privately owned housing) 336 8 Jan
Housing rental + water and sewage fees (35 + 35) 1 Feb
Postal services 22 8 Jan
Telephone 1 I Feb
TV subscription 30 1 Feb
Local transportation 45 1 Feb
Railroad and public road personal transporta- 20 1 Feb
tion
First Quarter 1990 Price Increases of a Few Significant Products Not Subject to Price Control
Price Increase
Rate of Increase in Percent Characteristic Date of Occurrence

Base Materials
Aluminum, semifinished products 12 1 Jan
Iron foundry products 12 1Mar
Wood materials 20 1 Jan
Inorganic base materials 15 I Jan
Organic base materials 15 1 Jan
Consumabie Industrial Goods
Durable consumer goods

Vacuum cleaners 9 1 Feb
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First Quarter 1990 Price Increases of a Few Significant Products Not Subject to Price Control (Continued)

Price Increase

Rate of Increase in Percent

Characteristic Date of Occurrence

Color TV (Orion) 11-13 5 Feb
B&W TV (Orion) 10 5 Feb
Hot water heater (HIM) 18 [Mar
Dryer (HIM) 15 IMar
Automatic washing machine (HIM) 10 IMar
Select dial washing machine (HIM) 15 tMar
Refrigerator and freezer (Lehel) 12 |Mar
Building materials
Reinforced concrete products 9 | Feb
Stone gravel 6 1 Feb
Insulating materials 13 15 Feb
Brick and tile 20 IMar
Carpentry industrial products 10-15 IMar
Cement 16 26Mar
Food and Specialty Items
Food
Meat, meat products 32 8 Jan
) Shortening (except cooking oil and marga- 32 8 Jan
rine)
Flour 22 8 Jan
Rice 16 8 Jan
Dairy products* 43 8 Jan
Bakery pmductsal 26 8 Jan
Cooking oil 35 12 Feb
Margarine 36 12 Feb
Confectionary products 34 29 Jan
Specialty items
Beer 23 8 Jan
Spirits 20 8 Jan
Tobacco 25 8 Jan
Soft drinks" " 12
Coffee” S
Tea 22 12Mar

*® . . . . .
Exclusive of items subject to official prices

* Continually, throughout the quarter

£ T . . .
Only at certain commercial enterprises
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POLAND

Foreign Investment: Steps To Foster Current
Interest

90EP01434 Warsaw TYGODNIK SOLIDARNOSC
in Polish No 8, 23 Feb 90 pp 4-5

[Article by Wojciech Gielzynski: “Willing, Until They See”]

[Text] One could write a volume of satires about the tales
of businessmen who left Poland with disgust because
they could not reach anyone by telephone.

And another volume could be written about the tales of
our banks which recoil from handling money transac-
tions and about the post office which functions less
efficiently than in the stagecoach days.

And the third volume could describe the experiences of
businessmen with customs officials, cab drivers, waiters,
porters, foreign currency blackmarketeers, and hotel
“ladies of the evening™; this volume would be very spicy.

Without in the least ignoring those vicissitudes which
put Poland, from the standpoint of modernity, among
the Burkina Faso states (although a level above Laos), we
should also say something about the deeper reasons for
the listlessness of the sharks from Wall Street in their
romance with the Vistula’s mermaid [refers to the
emblem of the city of Warsaw, which portrays a mer-
maid].

Veni, Vidi, Vici—Or Our Man at the Capitol

For many decades the hearts of the Americans were
divided; one half tended to make things difficult for
Russia by supporting Polish irredentism, the other half
tended to avoid destabilizing Eastern Europe because
this might complicate the strategic contest with the
USSR. In any case, few people expected that “Moscow
will permit” the political independence changes taking
place in the satellite countries, so why enter onto miry
s0il?

The first signal that something is really changing in the
East was the roundtable.

The second was the elections victory of Solidarity.

The third was the formation of the Tadeusz Mazowiecki
government.

But these were the preliminaries. The finale was Lech
Walesa’s visit which was given an unheard-of standing,
particularly his triumphant speech before the joint
meeting of both houses of Congress.

No Pole in history, including Paderewski, evoked such
enthusiasm in America. In the most important and most
dignified parliament of the world emotions rarely deter-
mine decisions, but this time they did.

The debates on the package of assistance to Poland,
which had been dragging on for a long time, were
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immediately brought to an end after Walesa’s visit,
despite the fact that a quick success had not been
predicted because the congressmen estimated that
Poland’s chances of overcoming the crisis and the ability
of Mazowiecki’s government to implement the
announced program were small. Walesa produced a
miracle because he showed himself to be the embodi-
ment of the American myth of a self-made man, a man
who created himself. Congress passed a bill granting
even more help than had been proposed by the White
House (which also won a victory because just like the
AFL-CIO union headquarters, it proved that it was right
in its policy of supporting Solidarity).

But before even one dollar from the American treasury
reaches us it must traverse a long and prickly path. The
American bureaucracy is efficient, but not speedy; we
know what the Polish bureaucracy is. Neither side was
prepared for such large deals, because until now they
dealt in much smaller ones.

True, there was some movement, because help for
Poland also means business for many American firms.
Farmland Dairies and United Refrigerator became inter-
ested in a joint venture with the foodstuffs industry,
Lockheed Air Terminal with the aviation branch,
AMOCO and Combustion Engineering with the petro-
chemical industry; they were followed by Belart, FMC,
Oppenheim, and Ingersoll Rand. Proposals for addi-
tional investment credits were made by Bear Stearn,
Wright Investor’s Service, the huge Paine Webber Assets
(14 billion in capital), Smith Barney and a group of
Jewish financiers. They want to invest in the construc-
tion of housing, hospitals and sanatoriums, in insurance,
in the modernization of the State Railroads, in refriger-
ation, and they even want to finance installment sales for
people and purchase stock in privatized enterprises.

A wave of large capital moved toward Poland.

And immediately stumbled on the threshold.

A Guest in the House Means Trouble for the Host

The businessmen, those longed-for sharks, felt that
friendly Poland, which welcomed them with an open
heart, came from another planet. Already at the arrivals
hall at Okecie Airport the airport waiting room
reminded them of the old Chattanooga-Choo-Choo song,
which put the older arrivals in a lyrical mood but drove
the younger ones crazy when they saw their costly bags
heaped into a formless pile. Then there wasn’t enough
place for everyone in the automobiles and in the Holiday
Inn, which represents the height of luxury only to the
natives. They endured this with good humor, glad that
from all sides came the familiar words “welcome™ and
“change money?” But they lost their good humor when
their absent-minded hosts could not direct them to any
specific partners with whom they could do business but
said that there are temporary organizational difficulties.

The deeper they entered this Polish forest, the more
confused they became. In the trade offices, whose names
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had the English prefixes “ex” and “imp”, they were not
handed stacks of brochures but some kind of badly
reproduced information sheets—printed in Polish. The
consulting firms they saw were not in the form of
computerized offices, but some suspicious-looking char-
acters demanding enormous sums to act as brokers, even
before there was anything to broker. Some ministry
officials even knew how to speak English quite correctly,
but they were not able to say anything that made sense
about market and legal terms (especially about terms for
transfer of profits), because the laws were “being pre-
pared,” or there were still no executive regulations for
the laws. When, step by step, the sharks finally reached
potential commercial partners, these partners turned out
to be extremely reluctant, complaining about the uncer-
tainty of the political situation, the high rate of infla-
tion—which made it impossible to calculate, the lack of
raw and other materials, semifinished products and
processing capacity, and other innumerable obstacles.
Furthermore, some intimated that a gift might be wel-
come or simply demanded baksheesh in return for their
consent to take credits.

When this gloomy news reached Washington, the admin-
istration did not become unnerved but (mindful that
Congress had fallen in love with Walesa) sent a “presi-
dential mission” to Poland, which was supposed to
determine whether the “package of assistance’ had been
put together correctly, how it should be put into practice,
and whether big business should look for anything at all
in Warsaw. The mission met with deputy premier Bal-
cerowicz and got the best possible impression; but only
then, after this talk, did the full impact of the depth of
the Polish decline reach the consciousness of the Amer-
icans.

They returned to America “slightly disappointed”
because they got the impression that Poland has too
small an administrative apparatus and will not be able to
process the assistance from the West. The Polish stagna-
tion is too shallow for the sharks to swim freely in it. We
must wait, they said, for the economy to become stable,
and especially the money. The report submitted to the
president was skeptical: not investment, not credits were
emphasized, but the need to educate the Poles. These
opinions were widespread, because the large financial
institutions such as Lazard Freres and Manufacturers
Hanover Trust, expressed identical views regarding
Polish businessmen. But not all were so narrowminded;
Drexel Burnham still intends to finance (for a sum of
$900 million) the Poludnie petrochemical complex.

Others are more cautious. They explain that commit-
ment in Poland—a “high-risk country” which is in the
last ranking percentile of the list of reliable clients—
would weaken the confidence of the persons and organi-
zations whose money has been entrusted to them... To
invest in Poland is like throwing money into a “black
hole.”
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The Press Is More Skeptical

The “big Western press” is still friendly towards Poland,
but it is also more restrained, particularly the profes-
sional journals which count the most on Wall St.

THE JOURNAL OF COMMERCE (26 Jan 90): After
heavy losses in South America the banking community
will not throw money into Eastern Europe—reported
Michael Stocks from Midland Bank and this—added
Robert Scallon from Barclays Bank—despite the enthu-
siasm with which the changes taking place there have
been received. Banks do not like to do business with
organizations which do not have a system of calculating
interest on credits, or profit-and-loss statements, or
personnel with international experience. But the
JOURNAL also says that money can be earned and that
Poland can be modernized by buying processed food
from it if the Poles improve its present quality, which is
“unacceptable to the West.” As a positive example, it
cites Eastman Kodak, which although it sees no chances
of making money in Poland through a network of film-
processing centers, nevertheless furnished us refrigera-
tion equipment for the export of fruits and vegetables
which would otherwise have rotted.

THE INDEPENDENT (28 Jan 90): The actions of the
Poles are correct, but they are very risky. The analytical
base of their program is weak.

WASHINGTON POST (26 Jan 90): It is better not to
rush with assistance for Poland until it is clear as to how
economic reform is going.

LE MONDE (17 Jan 90): The government is meeting
with passiveness on the part of the administration.

WOCHENPRESSE, in an opinion on a talk with Walesa:
It is generally believed abroad that after a great shock the
Polish reforms have come to a standstill.

EL INDEPENDIENTE (22 Jan 90): Poles born and
raised in a socialist economy, not afraid of losing their
jobs in a low, although secure, standard of living, do not
want to be less poor today at the price of more work and
lack of a secure tomorrow, which the previous regime
gave them.

NEWSWEEK (15 Dec 89): Six months after the eco-
nomic chaos a political crisis will occur.

World-renown experts, to whom the Western press often
turns for an opinion, also express themselves dolefully.

K. Yetter, US secretary of agriculture: Poland will not be
able to attract foreign investment if it does not build the
necessary infrastructure (banks, telecommunications,
services, etc.

M. Boskin, advisor to President Bush: Poland lacks the
institutions indispensable for the maintenance of a free
market. Most of the enterprises do not have simple
accounting systems which would permit them to deter-
mine whether they are making money or losing it.
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M. Allals, Nobel laureate: Beware of over-optimistic
hopes for quick and positive results of a market economy
and privatization.

J. Delors, chairman of an EEC commission: Money and
goods flowing from the West are not enough to build a
Polish economy.

N. Borlaug, Nobel laureate: Riots may take place in
Poland as a result of food prices... A regression may
easily occur because many people will begin to see that
the old system was not that bad.

J. K. Galbraith: Expectations of quick market solutions
are idiotic.

And one more quote from LA SUISSE (8 Jan 90). All
Western businessmen, upon their return from the
Eastern countries, will tell you that the people with
whom they talked there were never able to categorically
confirm anything, or even say who was competent to
enter into negotiations.

Something Has To Be Done...

...but the government, even if it had time to do some-
thing besides stifle inflation, will not in one month repair
an infrastructure which has been neglected for decades.
Even more so, even in a year, it will not be able to
restructure the economy, will not be able to put in place
a modern economy capable of export and repayment of
old and new credits. Poland’s indebtedness will grow
greatly in the next few years, and this, too, is a disincen-
tive for investors who are looking at Poland.

Therefore, we should do at least as much as we can:
cleanse the economic apparatus of the entrenched
nomenklatura cliques; the “untouchable” foreign trade
enterprise directors, who ‘“overlooked” such transac-
tions as the export of tractors without wheels to Thai-
land, and vehicles shipped to Pakistan by ““cheap trans-
port” (they arrived compacted into one pile); the
commercial counsellors lacking the most basic qualifica-
tions, appointed (e.g., in Saigon) in order to “make a
little money” before retirement. Enough toleration of
persons who are incompetent, corrupt, who sabotage
government policy, and who are arrogant, because, after
all, “there was to be no witchhunt.”

There can be no campaign against those workers who
loyally (and skillfully) do what they are supposed to do,
without regard to their political sympathies or affilia-
tions; on the contrary, they, and particularly the young,
who have previously been blocked from advancement,
should be promoted to responsible positions. It would be
worthwhile to immediately provide them with the assis-
tance of foreign experts. That would cost a lot, but would
bring more.
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Haste is essential, because the pro-Polish fervor in the
West is cooling. Our neighbors are offering better oppor-
tunities to the capitalists, and—which is also impor-
tant—more comfortable living conditions for their per-
sonnel, free of unpleasant experiences.

Perhaps we should use an additional trump card, Min-
ister Malgorzata Niezabitowska [government press
spokesman]. She speaks English, knows America well,
and is perfect in the propaganda of success. It will be
easier for her to convince the trusting Americans than
us—they will buy it—that in Poland all is going well, that
Balcerowicz’s program has really already succeeded, the
market has been quieted, the zloty has become hard, and
everything is OK!

Office of Central Planning Director on Goals,
Intervention Policy

90EP0477C Warsaw ZYCIE WARSZAWY in Polish
19Feb 90 pp 1, 3

[Interview with Jerzy Osiatynski, Minister, Director of
Office of Central Planning, by Andrzej Zmuda; place
and date not given: “Is the Recession Already Exces-
sive?”]

[Text] [Zmuda] Our readers have not yet had an occa-
sion to learn much about the activities of the CUP
[Office of Central Planning}, and recently this acronym
has been linked to regular 10-day assessments of the
economic situation. Admittedly, the CUP’s assessments
are objective but not very encouraging and moreover
they are quite detailed. Is it that you are resuming the
tradition of the former Planning Commission which
used to be concerned with every little trivium and simply
acted like a super-ministry of the economy?

[Osiatynski] We most certainly are not returning to any
such tradition, and for the sake of fairness let me say that
the development of new model of a central planning
agency relieved of the burden of detailed management
and now acting as a kind of programming, analyzing, and
advisory headquarters had been commenced by my
predecessors.

I think that the headquarters-like nature of the CUP does
not at all preciude an attentive and even detailed moni-
toring of the current economic situation. Thus we sig-
nalize its weak and strong points, and on the other hand
we are accomplishing our principal purpose, that is,
preparing economic forecasts and short- and long-range
assumptions and variants of the country’s economic
policy. Such activities are indispensable to any country,
including countries distinguished by their developed
market economies, and we need them all the more now
that we exist in a stage in which market mechanisms are
still not operating too well.

Among interim forecasts and programs let me mention,
e.g., a program for individually addressed food aid, or
emergency programs in the event of a severe winter. We
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also are doing research into the application of various
instruments whereby the State can influence a market
economy.

[Zmuda] In view of this, Mr. Minister, you do not
preclude State intervention into the economy, and spe-
cifically with respect to planning, do you? For sometimes
the impression arises that the implementation of the
Balcerowicz [inflation-stopping] Plan consists chiefly in
“market self-regulation,” with the State remaining an
aloof observer.

As if the State had no regulatory function? What about,
for example, the entire financial, credit, and tax system?
We no longer have the so-called Central Annual Plans,
which chiefly specified quantitative production indica-
tors, etc., and therefore, as known, usually failed. But as
for economic analyses and the drafting of forecasts and
development plans, that is being done throughout the
world, both in highly developed countries and in the
developing countries that follow precisely the model of
the market economy. Elements of state intervention into
the economy are present in both France and Holland as
well as in Japan and South Korea, for example, the
Japanese MITI, which includes national planning agen-
cies, employs more than 10,000 people.

Thus let me once more emphasize that it is untrue that
we are abandoning state intervention into economic
processes. There exist domains, such as the entire infra-
structure of this country, which the market on its own
will not deal with. This also applies to, e.g., regional
planning and regional policies. Here, problems will not
be settled by measures taken by individual ministries of
state; what is needed is a coherent national policy
coordinating, e.g., the process of equalizing the socioeco-
nomic levels of individual regions of this country.

That is why a government agency like the CUP is greatly
needed. But on the other hand planning should not be
identified with direct administrative intervention into
economic processes.

[Zmuda] Have the operating guidelines of the CUP, and
in general of planning of the national scale, been defined
yet?

[Osiatynski] The currently drafted law regulating the
scope and instruments of the state’s influence on eco-
nomic processes—replacing the existing law on plan-
ning—will regulate all this and define, among other
things, our purposes and powers of coordinating growth
and investment decisions, etc., on the scale of the nation
as an entirety. We are only beginning to learn macroeco-
nomic policies under our new system of society. We
should involve research centers, academia, and minis-
tries in this work.

[Zmuda] Are not the current economic difficulties dis-
tracting the CUP from long-range projects?

[Osiatynski] At present we in Poland are undergoing a
genuine revolution; everything is happening and
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changing very rapidly. This always contracts the horizon.
Currently the principal task is to try and master the
elemental danger of inflation, to stabilize the economy
while at the same time initiating structural changes along
with changes in modes of ownership as well as along with
the abolition of monopolies. But the entire process of
marketizing the economy, changing the structure of
ownership, and promoting internal and external compe-
tition is a longrange task. Promoting the growth of
entrepreneurialism and private initiative, and the forma-
tion of joint-stock companies and authentic cooperatives
is a long, arduous, and often painful process. But at the
same time it is affording fantastic opportunities, espe-
cially for young people.

[Zmuda] That is in the future and, according to you, Mr.
Minister, in many fields it is not bound to happen for
some years yet. But now it is mid-February 1990 and six
weeks have passed since the Balcerowicz Plan was put
into operation and, according to CUP reports alone—the
figures with which we commenced our interview—some
of the assumptions of this plan are being (unfortunately!)
overfulfilled: 1 refer to the greater-than-assumed price
rises, decline in output, decline in real incomes, etc. The
press abounds in reports on not only price movements
but also stagnation or even drastic decline in manufac-
turing, the closing of artisan workshops.... Are we then at
the threshold, or rather at an explicit beginning, of a
menacing recession?

[Osiatynski] The CUP at present is focusing on a
detailed analysis of the first major coup to balance the
economy, a coup that is an important element of the
IMF [International Monetary Fund) adjustment pro-
gram. The CUP has been involved in operational mon-
itoring of the implementation of that program ever since
the beginning of this year. Our reports are regularly
analyzed by the Economic Committee of the Council of
Ministers and by the Ministry of Finance. The CUP
maintains a special taskforce for polling enterprises and
banks and collating the findings once every 10 days. It
also is monitoring price movements and the level of
output in discrete subsectors, nearly daily at that.

Thus it is not as if we knew nothing and were not
responding to anything. As known, there were four
interventions by the State in January: the tax on miners’
wages was revised, subsidies for fertilizer production
were introduced, the loan interest rate was lowered, and
bread price controls were imposed. We are aware that in
certain branches of production such as food processing
the output has markedly declined owing to the stalled
demand. We are deeply disturbed because the indicator
of price increases is much higher than had been assumed.
It may be that something was overlooked or not foreseen
in the part of the adjustment program relating to prices
and incomes. Indeed, it is disturbing that output has
declined steeply.

But we must stay cool in face of all this, avoid hasty
generalizations, because economic policy may not vacil-
late.
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As for the recession, I hardly need to assure you that it is
not the government’s intention to bring about an eco-
nomic collapse and a drastic decline in the GNP. If it
turns out that the stagnation of production is perilous
and in practice the economic program threatens a
sudden collapse of the economy, we shall counteract this.
At the next session of the “information center” of the
Economic Committee of the Council of Ministers we
shall consider this issue, including the problem of the
scale of the recession and, if the need arises, propose
suitable measures to the government.

[Zmuda] Mr. Minister, in your opinion, do not we in fact
have a recession, in not only manufacturing but also
services?

[Osiatynski] I personally fear that even now it is already
too deep. I believe that this also is worrying the principal
author of the economic program, Deputy Premier
Leszek Balcerowicz. Unfortunately, so far, enterprises
have not undertaken the adjustments expected of them.
This may be a matter of time.

[Zmuda] But Deputy Premier Balcerowicz is known for
his intransingence and firm adherence to once-chosen
course, and he is not going to turn rapidly the helm by
even a few degrees.

[Osiatynski] This intransingence may yet prove to be our
opportunity. And besides of a certainty he is not a
dogmatic economist. Ultimately in economic practice
much is a question of knowledge but much also is a
question of having a “nose,” of intuition or art. What
matters most is that we should not panic each other.

[Zmuda] Thank you for the conversation.

Craft Industries Faltering, Economic Future
Uncertain

90EP0477B Warsaw TRYBUNA in Polish
20 Feb 90 p 3

[Article by Irena Szaczkus: “The Death of Craft Indus-
tries?”’]

[Text] The craftsmen who had exhibited their goods at a
recent Warsaw fair are likely to recover only one-fifth of
their expenses. Thus, many of them are taking the
desperate decision to close their establishments or sus-
pend production. Others are laying off their employees.
Others still are desperately seeking foreign contacts.

An acquaintance of mine who produces ballpoint pens
has decided to close her workshop for February. This
decision was also taken by 288 other small producers in
Warsaw during the first half of February, while as many
as 236 others decided that they could best solve their
problems by shutting down their establishments perma-
nently.
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According to the Katowice office of the State Treasury,
91 artisans’ establishments were shut down in that city
since the beginning of the year. In other localities the
situation is similar.

Statistics kept by Treasury offices and voivodship
departments of industry and commerce also indicate,
however, that more craftmen’s establishments are being
formed than have been closed, since the beginning of the
year. But let us not succumb to the magic of numbers.
More than once, those new establishments exist on paper
only: they have been registered and there are good
intentions and some capital, but workshop premises and
tools are still lacking. Such statistics obscure the situa-
tion of the craft industries.

The Vice Chairman of the Warsaw Chamber of Crafts
and Trades Marek Butrym, regrets most the establish-
ments which had started operating many years ago: their
proprietors are not taking hasty decisions to shut down
permanently but rather taking a ‘““furlough™: they are
waiting for the prices of raw materials to stabilize and
the credit outlook to improve. They also are waiting to
sell previous shipments at ““old” prices. But what will
their future fate be? Whoever is not flexible, is doomed.

The principal customer of many products made by
craftsmen is, dutifully as it were, the retail outlets of the
“Crafts Department Stores” Company. That company
also is living through difficult times. According to
Director Antoni Werner, at present it is closing its
branches (and retail outlets) in, among other places,
Szydlowiec, Wegrow, Warka, Radom, and Grodzisk
Mazowiecki. The cost of transportation at present is t0o
high in relation to volume of sales. Craftsmen’s products
do not sell, because people are chiefly focusing on buying
staple foodstuffs. The situation is particularly acute as
regards sales of furniture, clothing, and souvenirs.

Ursus Tractors: Incentives Offered To Attract
Buyers

90EP04774 Warsaw RZECZPOSPOLITA in Polish
17-18 Feb 90 p 2

[Article by Edmund Szot: “Ursus Is Looking for Buyers:
Tractor Prices Decline™]

[Text] During January and the first half of February the
Ursus Machinery Works produced about 6,000 tractors.
During that period more than 4,000 tractors could be
sold in this country and about 600 abroad.

This information was provided on 16 February at a press
conference in Ursus Works. It is worth noting that as late
as last year there were seven buyers waiting for every
tractor built there, and the demand for that year was
estimated at 95,000. However, until January 1990 Ursus
products had been highly subsidized and their purchases,
as seen today, partially irrational.

The exclusion of tractors from the group of officially
priced goods and the elimination of the so-called price
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ceilings enabled the producer to raise the price to a level
assuring at least minimum profits. But then there arose
the so-calied demand barrier as demonstrated by, among
other things, the impossibility of selling all the bonds
issued late last year. The stagnation in sales was also
caused by the habituation to the previously binding
command-allocation system and the greed of the trade
middlemen who added a surcharge of sometimes even
more than 20 percent to the tractor prices. The evident
decline in demand was also caused by the high loan
interest rates.

To revive the sales of their products the Ursus Tractor
Industry Association is introducing the following buyer
incentives:

—regardless of the date on which the tractor is received,
its price will be the same as on the day the bond had
been bought [Ursus bondholders have priority in
buying Ursus tractors];

—a 10-percent price discount is available in February;

—the Ursus Machinery Works provides (until the end of
the first quarter of this year) a 2-year warranty for the
MF-series tractors it produces under a license;

—the heavy tractors not covered by the bonds will be
sold according to marketing prices by the Ursus
Machinery Works.

Export Policy Doubts, Ruble/Dollar Trade
Discussed

90EP0476A4 Warsaw POLITYKA-EKSPORT-IMPORT
in Polish No 4 (11), 17 Mar 90 pp 7, 8

[Article by Tomasz Berg: ““Keeping Head Above Water”)

[Text] The dubious charm of the Polish economy lies in
the fact that, among other things, it has become quite
unpredictable. Therefore, it is not surprising that Deputy
Premier Balcerowicz and his people, in presenting the
program of changes in December, tried as hard as they
could to avoid making predictions or citing figures. But,
after all, the nation had to be told something at the
beginning of the program, and now, when we return to
last year’s expectations, it appears that reality has upset
the calculations—including those pertaining to foreign
trade.

On the eve of the new year many professional econo-
mists were of the opinion that during the first few
months Polish exports would clearly grow. For the
exporters, the new dollar exchange rate seemed to be
encouraging; however, demand in the country dropped
from week to week. It would have been expected that the
producers, seeing what was happening, would rush
abroad with their goods.

Yet all of this logic failed. In January, Polish exports
dropped 16.1 percent compared with the same month a
year ago. Dollar sales, i.e., those which are truly signifi-
cant, shrunk as much as 20.2 percent. Exports to socialist
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countries were also poor, dropping 11.3 percent. When
the January figures are compared with December figures,
they yield even worse results. Polish export declined 70
percent (although a similar phenomenon appears every
year). To put it briefly, the producers did not hoard any
goods and everything ostensibly went on as before. And
it would be well to know—why?

With a little further digging it turns out that there are
many reasons for this. First, anticipating a change in the
exchange rate of the dollar, the exporters executed a
clever maneuver which consisted of withholding pay-
ment but not withholding shipment of goods. When the
flow of export and import is compared, it turns out that
in January the favorable balance in foreign trade
amounted to only $13.4 million and was four times
lower than in the same period the previous year. In
reality, much greater amounts of “delayed” money
flowed into Poland, and the favorable balance in foreign
trade totaled $151 million.

Three Culprits

But the January 1989 figures were $93 million short.
And that is a great deal. And here, to help, comes
commodity classification, which shows that the main
culprits are coal exporters (export dropped by $16.4
million), rolled metal products ($7 million), and copper
($27.7 million). It is these commodities which account
for 55 percent of the total drop in export. Without this
trio the statistics would look much better. Of course, a
large drop in export of these raw materials and semifin-
ished products would also be worrisome, but there is
nothing unnatural in this. Coal exports are controlled by
quotas, a high sales tax was placed on copper (already
lifted), and the producers of steel and sheetmetal pro-
duced badly and expensively. Polish foreign trade should
not be based on such mainstays, and probably will not
be.

There is finally a third reason not to despair after
January’s disastrous figures. Throughout all of the
economy, this was a time of surprises and uncertainty.
Deceptive movements and anticipations. It is obvious
that the directors of enterprises, swamped with new
regulations, taxes, changes in the laws of economics,
hesitated for many days to choose a path, wanting to
determine in which direction the present government is
really pushing them, where the most convenient gaps in
the regulations are (no regulations are completely tight),
how they can save their own hides at the lowest possible
cost. Now they know that they cannot count on domestic
buyers. All that remains is the world, however
demanding and unfriendly it may be.

That also is why, with an almost 30-percent drop in
industrial production, export in February of this year
rose 6.8 percent compared with the same month last
year, and free foreign exchange export rose 12.3 percent.
The decided majority of producers today have no illu-
sions that selling off trucks at various locations in
Warsaw, Katowice and Krakow, sometimes below costs
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of manufacture, is saving them from bankruptcy, or is
even ensuring them a base for a stable existence. There-
fore, they are gradually turning in the direction which
provides their only hope, and furthermore, without any
guarantee that the struggle for survival will end happily.

Export to the Rescue

In February, export of farm commodities, ready-made
clothing (all of light industry), and electrical machinery
products, rose particularly sharply. Export of fuels and
products from the food, metallurgical and chemical
industries, deviated only slightly from last year’s Feb-
ruary “norm.” The January pit began to be zealously
filled up and although it was not possible to fill it
completely (after 2 months the present export is 98.4
percent of last year’s), the change in tendency is
apparent. In free foreign exchange trade the January
losses have been made up almost entirely. Soon we shall
see enterprises begin to hang banners reading “whoever
does not export, dies,” on their gates.

Will this “march to the West” last long? We really do not
know. As of | January, most of the abatements, supple-
ments and preferences for exporters came to an end. The
exchange rate, which was high enough yesterday and
may be so even today, may soon lose its appeal. Every-
thing depends on the rate of inflation and on how
skillfull the enterprises are in reducing their prime costs.
At the moment, Balcerowicz’s team does not appear to
be inclined to consider the reasonableness of another
devaluation of the zloty, which would again raise the
profitability of export. For the government, the struggle
with inflation is of foremost importance. And this
struggle, to tell the truth, is never ending. Therefore we
cannot exclude the fact that some enterprises, wanting to
prolong their existence, will do exactly what they are now
doing in the country: Selling products abroad below their
own costs simply to gain a little cash for wages, the most
urgent bills, taxes, etc. But this will rescue them only for
the short term. For some, the end is already dangerously
close.

It is hard today to make definite predictions, but on the
whole it may be assumed that during the next one to two
months Polish export should not drop, particularly since
the government has increased the quotas, reduced the list
of commodities subject to a turnover tax in export, and
reduced certain tariffs, which should facilitate produc-
tion and import of producer goods. Over the long term,
everything depends on the state’s exchange rate policy
and the choice of priorities: Stifle inflation at all costs or
strongly stimulate production? I believe that the govern-
ment will be consistent and that, in either case, hard
times await the exporters and they will have to rely
primarily on their own resources.

They say at the Ministry for Foreign Economic Cooper-
ation that there will be no reason for real worry until
everyone begins to go down: the weak and the strongest.
And it is a long way from that.
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Nothing Is Free

The case with import is different. Since January, when
both sides of Polish trade looked very bad, much less has
changed in import. In February, our purchases abroad,
compared with January purchases, grew 50 percent, but
the starting point was so low that on the whole they
continue to deviate from the average. After 2 months,
our import is almost 13 percent lower than in this same
period a year ago. The flow of goods from countries with
which we settle our accounts in rubles is particularly
slow, but it is not much better with the dollar imports.
Actually, this is not surprising. With production so low,
many producer-goods commodities are becoming unnec-
essary, and the enterprises do not have money for market
products. The situation is made steadily worse by very
expensive credit. As a result, after two months we
already have a favorable foreign exchange balance in
foreign trade, amounting to almost a quarter of a billion
dollars, i.e., more than in this same period last year.

In designing the plan for the present balance of payments
its authors envisaged a trade deficit of $800 million at
the end of the year. In doing so, they counted on the fact
that this year export will drop about $700 million and
that import will grow by the same amount. We already
see that only this first “task™ could have been easy to
accomplish. But right now, exporters are ignoring plans
because they want to survive, and there is neither
demand nor money for imported goods, despite the fact
that price-wise they are becoming more attractive. After
2 months, therefore, there is already an unplanned
surplus in trade, which was not supposed to happen.
Export is somehow holding on, and this is not surprising.
On the other hand, it is bad that producer-goods import
is clearly dropping, because this must necessarily reflect
on the amount of production in the country in the next
few months.

The almost three-fold growth, after the first 2 months

(compared with the same period in 1989) of dollar

investment import is surprising. It seems that we are.
slowly beginning to utilize the money borrowed from the

International Finance Corporation and the World Bank.

It is possible that stock companies are also importing

machines and equipment. In any case, this is some kind

of promise for the future, although a very weak one right

now.

Strange Trade

If we have the impression that trade for dollars is
drawing close, that the rules of the game are clear, and
that the process of necessary adaptation is underway, the
case with ruble exchange is completely different. After
years of experiments and “explanations,” we have
arrived at the paradoxical point where everyone is dis-
satisfied with this otherwise very necessary cooperation:
the producers, exporters, and representatives of our
government. The partners also, not always for the same
reasons, have many reservations. The last of the Mohi-
cans, playing a close game and betting against the bank,
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who are happy with the present rules, are the pseudo-
tourists and smugglers. But we are not talking about
them here.

After 2 months, the situation is as follows: Polish export
for rubles, compared with last year, is 3.5 percent lower
(after January the drop was 11.3 percent). Import, unfor-
tunately, is even worse. It is 18.7 percent lower. The
greatest breakdown has occurred in the food, chemical,
paper-pulp and fuels industries, but it is also bad in the
remaining fields. It is harder and harder to squeeze
goods out of our partners. We would like this trade to be
balanced. They decided that this is how they will with-
draw part of the money loaned to Poland earlier. After
two months, the surplus of Polish export over import in
trade with CEMA countries was almost 400 million
rubles and was two-and-a-half times higher than in the
same period last year. Almost 300 million rubles of this
fell to the USSR. Wanting to stop the gap from widening,
possibly the government will decide to make the
exchange rate of the zloty to the ruble dependent on
whether the transactions are covered by government
agreements or not. Compulsory repayment of our debt is
not in our best interests. Everyone in Poland agrees that
first we must solve the economic crisis.

The motives which guide the governments of the East
European countries are obvious. But why, in the face of
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the extremely unfavorable exchange rate of the zloty to
the ruble, are Polish producers, while complaining and
vituperating, striving to export to these countries? At the
state’s present exchange rate policy, the total drop of 3.5
percent after 2 months indeed does seem small. Yet in
February, compared with the same month last year, our
€Xport even grew.

As usual, there are several reasons for this: meager
possibilities of sales in our country, inability to sell in
Western countries because of lack of up-to-date and
good-quality goods, the desire to adhere to long-term
agreements, and above all, survival. I do not exclude the
fact that desperation is forcing many producers to trade
with the East European countries. No one wants to be the
first to bankrupt and such trade prolongs irrational
hopes.

But if we omit this particular exchange, whose rules must
be changed as quickly as possible, it is apparent that
Polish export, compared with other fields of the
economy, is somehow holding on. After a moment of
thought and uncertainty, the producers and traders
began to behave rationally, but given such a deep crisis
and the government’s present deflationary policy, even
this reasonable position does not guarantee success to
everyone, or even survivial,
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[Text] Our country is rocked by an emigration wave
partly legal, partly illegal. Tens of thousands have left the
republic this year alone. The sudden emigrations of past
months have after all created the very climate in the
country in which the beginning of long oveerdue reforms
in our society became unavoidable.

In my opinion, the emigration phenomenon deserves
special attention when analyzing our present situation
because it is symptomatic. It would be far too simplistic
to assume that it merely expresses the downfall of a
social system. To be sure, the massive rush of GDR
citizens to emigrate is of course an indication of the
condition of this society. But most of all, it says some-
thing of the unfulfilled desires and needs of people, their
expectations and yearnings, which are connected to their
leaving, as well as the hopelessness of seeing those hopes
and dreams come true in their homeland within the
foreseeable future.

Every attempt, however, to come up with *“‘typical”
reasons for emigration is difficult from the outset. It is
especially important to be clear about the kinds of
reasons one should look for. It is important to keep
various things in mind. First of all, stated motives may
not be the motives which are subjectively honestly felt.
Often, especially when we don’t know the subject very
well, we are unfortunately forced to rely on what he says.
And even in cases where subjectively felt motives are
stated truthfully, this does not mean that they represent
the true motives. There is no guarantee that a person
knows himself adequately. On the contrary, modern
psychology is based on the premise that especially essen-
tial emotional elements can remain hidden in the sub-
conscious. But even when the decisive motives, the basic
driving forces, have been uncovered—either by way of
honest statements or through clever psychological testing
methods——the question still remains as to just which
extraneous conditions have turned these components
into a desire for emigration. The desire to leave one’s
home and a normally secure existence cannot be seen as
an elementary natural need independent of concrete
social conditions. One must therefore assume quite
complex motives which, under certain social conditions,
bring about this specific desire.

Standard of Living

In my opinion, the most essential emigration motive is
aimed at the higher standard of living in the FRG. The
average citizen has a higher real income and the GDR
citizen is basically convinced that he therefore somehow
has a better life overall.
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As we very well know through various information
channels as well as through observation, products from
the West as well as material living conditions in the
developed capitalist industrialist countries hold an enor-
mous fascination for the GDR citizen. Whatever is
produced in the West tastes better, is more technically
advanced, appears to function better in general, and is of
better quality overall. There seems to be nothing, or
hardly anything, that cannot be purchased over the
counter or at least could not be obtained for the appro-
priate sum of money. Living conditions of the average
citizen, especially the FRG citizen, appear almost glam-
orous from the GDR perspective. Aside from problems
existing on the fringe, the entire FRG makes an orderly,
decent, functioning—that is, a simply superior impres-
sion. Under the conditions of a life dependent upon
technology and material consumption, these things must
be given high priority by most people. All modern
consumer goods come from the West, were produced
there first, and often for years or decades could only be
obtained from there, that is, if one has connections. But
the desire to own or use these things is instilled in GDR
citizens from the very start by way of the appropriate
information channels! The GDR citizen measures his
material consumer needs, which stem from the West, as
it were, against the possibilities of satisfying those needs
in the GDR, and he is forced to conclude that they fall
short of those in the FRG. The fact that the work week in
the FRG is shorter and vacations are longer are factors
which, it seems to me, do not play a decisive role in the
consciousness of the people at the present. If, however,
the gap grows wider, and it must probably be assumed
that it will, then this, too, can change quickly.

To many GDR citizens life in the FRG appears more
attractive, more colorful, more diversified, more
exciting, less sad and monotonous, and of course more
free and relaxed. To get a more precise picture of this
evaluation is often difficult because intuitive emotions
play a part in this. The boredom of the GDR everyday
routine also plays a role. In first place must be men-
tioned the tiresome gaps in the supply of consumer
goods. The GDR citizen has the impression that nothing
really functions and he permanently harbors the suspi-
cion that what happens to function at the moment is not
going to function much longer and that whatever hap-
pens to be available at the moment is not going to remain
available for much longer, and so on. Standing in queues,
pushing and shoving during rush times, the grinding
running around until one finds what one is looking for,
plus the many women in the workforce—these are some
of the factors which can turn normal living into an effort.
Wherever one regularly hears “we’re out of it” when
shopping, where masses of people crowd into narrow
shopping aisles bumping into each other with shopping
carts, and stressed-out salesladies come back with flip-
pant replies, frustration and bad tempers rise. To flee
from such conditions to a country which is also German
and in which, so it seems, there is milk and honey for
everyone if only he makes the effort and is clever enough
to earn the appropriate sum of money, this means more
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than just an acceptable way out for many. The daily
confrontation with ever present shortages and nuisances,
with ubiquitous sloppiness and creeping decay results in
a longing for perfection and accurateness, for dynamics
and confidence, sometimes only for a little more friend-
liness. Right or wrong, the GDR citizen believes he can
find this elsewhere.

The particulars of our socialist everyday life have pos-
sibly worsened in recent years. At least they are scruti-
nized more closely and more impatiently by the popu-
lace. Add to this that at the latest since the early 1980’s
it has become clear that socialism is losing the competi-
tion with capitalism in the scientific-technical and eco-
nomic spheres, according to all appearances has already
lost it. Worsened foreign policy conditions are the
warning sign. In addition, the economic situation in the
GDR is probably even worse than it presently appears.
In recent years we have clearly lived beyond our means.
We have consumed too much and saved (i.e., invested in
the economy) too little; we have borrowed, and repay-
ments of the debt and interest payments are burdening
us; we have let large parts of our infrastructure go to pot
and allowed our old cities to decay. We must be aware
that we have already “consumed” a part of our future.

The ideological influence of the West is also a problem.
Mood and aspirations very much depend on the illusions
people have about conditions in the West and what
significance they attribute to certain occurrences for
their personal lives.

For example, the significance, in terms of their own
happiness, which many tend to attribute to the higher
standard of living attainable in the FRG could be an
illusion. A greatly improved living standard can also
mean a relative sliding in the social hierarchy, a loss of
prestige, and thus a relative change for the worse. On the
other hand, facts speak for themselves. One must have
experienced for himself just how frustrating it is to be in
a socialist foreign country, barely able to afford to eat
out, and at the same time witness how the other German
with the “right” currency in his pocket can easily satisfy
his every wish. Can one be blamed if he wants to change
this condition, at least for himself?

Travel Possibilities

The possibility to travel is central in the demands of
GDR citizens. The fact that the western borders were
until just recently closed and could only be crossed by
certain people on certain occasions with special permis-
sion was felt to be degrading and a form of imprisonment
by nearly everyone. No one in the GDR was ever able to
accept that it was impossible to visit relatives and friends
living no more than one day’s journey away or, as in
Berlin, merely across the street; and that the government
prevented one from getting to know the Western hemi-
sphere (in accordance with one’s economic possibilities).
Without a solution to this problem there can be no kind
of concensus between people and leadership.
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In fact, the possibility of travel, freedom of movement,
just permission, are most important. The possibilities of
actual travel are always and everywhere limited by time
and money. Here again, the question of living standard
enters into the picture. But it is not the main point. It is
this not being allowed to, which is seen as insufferable
limitation of personal potential. Extensive vacation
travel, visiting foreign cities and countries, is considered
a normal desire in modern industrial countries which no
government has the right to deny. Many feel betrayed by
the government. It is possible to deal with economic
limitations, but not with artificial barriers. The need to
be free, to travel wherever one wants to if he can afford
it financially, should not be underestimated.

This leads us to the next problem: travel abroad must be
economically assured. If there are only formal travel
possibilities because the state is not in a position to
provide its citizens with the desired monetary exchange,
this adds to the motivation to obtain the currency
elsewhere. But how can one do this better than by
working (and living) in the West?

The GDR citizen petitions for official freedom to travel
and actual travel possibilities. Because he has been
denied both until now and even in the future at least the
latter cannot be granted as desired, he looks for his
freedoms where he might find them, and will continue to
look for them there.

The desire to have the possibility to travel, and the ideal
of “seeing the world” are, without any question, part of
the strongest emigration motives. The GDR citizen
rebels against the desperate feeling of knowing that
something is so close as to be within his reach, and yet
forever unattainable.

Independence—Freedom—Democracy

The GDR is of course not a democracy after the parlia-
mentary model; elections are held in a decidedly ques-
tionable manner, and there is of course no right of
unrestricted ownership of private means of production,
or the right to start businesses. But all this is not what
causes or has caused the constant feeling of being held
captive, and being kept in the minority.

The entire society was squeezed into an ideological
corset. This does not mean primarily that an ideological
pluralism patterned after the Western model was not
tolerated. The SED’s [Socialist Unity Party of Germany]
power was absolute in such a way that even discussions
about the most basic problems of our society, about how
socialism should be advanced and could be more lucra-
tive, were cut off, stifled or, at a minimum, viewed as
suspect. Instead there was the unspoken demand—which
was indeed satisfied out of a partially justified, but aiso
in part out of a diffuse fear of detrimental conse-
quences-—to bring official thinking and action into line
with pronouncements from above which had been made
compulsory. It was expected from everyone appearing in
public that they would adhere to the ideological course
which, however, was limited not only by constitutional
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facts but also as to predetermined social concepts, to the
assessments of societal situations, to regulations about
which problems are worthy of discussion or even of
notice, and almost to the difference between good and
bad. Thus, speeking on public and social problems was
for the most part taboo. The price of this was the stifling
of intellectual life on all levels and as a consequence a
weakening of workers’ initiative, above all of technolog-
ical experts and of intellectuals.

I am prepared to make the benevolent assumption that
the dominant and almost ubiquitous ideological SED
leadership, in the view of its leading comrades and their
theoreticians, represented itself as an attempt to help the
people to realizations about the development of social
processes and the corresponding objective need for
actions which—it was thought—are based in science. As
soon, however, as this attempt is connected to the
outlawing of any dissonant opinion, it will in effect not
convince the masses to accept the principles as true, but
rather it means that each individua! understands what
the expectations “from above™ are as far as his speaking
and acting are concerned. This learning process aims at
acceptance of ideological principles so that he can speak
of them or use them in appropriate situations. It is the
purpose of the ““socialization process™ to practice certain
standards of conduct and speech in order to always be
able to remain in the proscribed ideological line while at
the same time not showing one’s own opinions and
convictions. This practice begins at the very latest in
school, where the teacher’s questions regarding political-
ideological problems require certain answers and one
must pretend to also believe them. On the other hand, it
is well to conveniently avoid certain questions which
touch on taboos. Such behavior has marked the life of
citizens except for the private sphere. For better or
worse, everyone was forced to learn this form of practical
wisdom where one always knows or senses exactly when
something may be said or done and when it may not, and
to practice this independent of his own judgment. For
that reason, an essential part of the process of socializa-
tion consisted in learning to find one’s way in this
ideological world of pretense while at the same time
denying oneself. There is no need to be surprised that it
is not possible to gain confidence in such a climate and to
build a functioning socialism together reasonably.

Adapting to social conditions which are always ideolog-
ical conditions as well is, of course, a prerequisite for the
functioning of a society. Not always and not in every
situation can everything be questioned. To adapt and
adjust oneself is unavoidable to a certain extent or social
tranquility is in constant jeopardy. To that extent I
believe that a society which exists completely without
deception or self-negation could only be a beautiful
dream or ideal at best, but nothing that can ever be
realized. I say this to avoid the accusation that I measure
socialist realities, as we had them up until now, against
utopian ideals. By no means! What most of us felt to be
a degrading lack of freedom and patronization was this
unprecedented mendacity of public communication
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which had spread in socialism and which had poisoned
the intellectual life of society as well as the spiritual life
of each individual. It is not so much a matter of believing
in ideological phantasms, false theories. That is unavoid-
able and it would not be difficult to show how bourgeois
society also produces its ideological phantasms and
protects them against unmasking. (Just think of the
formula-like use of the words “freedom™ and “‘democ-
racy.”) It is psychologically more important that the
individual who thrashes the ideological phrase himself
believes in it. The mendacity begins when public speech
denies one’s own convictions, and it is a forced men-
dacity, when false speech or action seem indicated, not
in order to gain advantages, but merely to survive in a
normal existence in society. The GDR citizen found
himself in this situation always. It was oppressive and
wearing that adaptation feats were demanded of him. It
was not simply a matter of conducting oneself in the
ideologically desired manner; it was demanded to negate
one’s true beliefs, not to let on how one really thinks.
This form of extreme self-negation, which not only
relates to external conduct, is required by the (humanis-
tic) demand of the socialist ideology, to be in favor of
abolition of false bourgeois consciousness and to guar-
antee the abolition of any kind of oppression. Just to give
10 understand that my ideology-conformist conduct is
not in accordance with my true intentions and convic-
tions would mean to destroy just that demand. The
power structure in the ideologically monolithic socialism
prohibits the adaptation feats representing themselves
openly as a submission to this power. Appearances must
be preserved! Therefore, mendacity and self-negation!
We have begun to put an end to this. That does not mean
that we are suddenly rid of all ideological phantasms; it
will even be unavoidable that we will fall for new ones.
But now we have the chance—and that, above all, must
be learned in our society—to criticize our ideas and
theories rationally in free discussions and thus gradually
find something better.

Access to Information, Knowledge, Culture

It is quite similar when it comes to access to information
as well as the products of intellectual, artistic, and
cultural achievements. Here, the GDR citizen is cut off
from a not unessential part of world culture and even
more so from many international developments. Essen-
tial data about his own country as well as life in other
socialist countries and their history were and are kept
secret.

The lack of freedom related not only to information and
knowledge but also the reception of works of art, etc., as
well as creative work. Here, too, the individual was
shackled so that many attempts in the fields of science
and art were stifled from the start and the potential
productivity of scientists, artists, and many others who
create something new, on their own, who wanted to put
themselves to the test and prove themselves, was wasted.
For that reason it is not surprising that the intellectual
life in the GDR was more like a funeral procession and
did not meet the demands of a modern industrial society.
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But I would like to warn against overemphasizing the
relative importance of these factors when it comes to the
desire for emigration. Here, it seems to me, lies a
prejudice of intellectuals who tend to conclude that their
own needs are also those of others. Even if the unlimited
access to information of all kinds is an essential condi-
tion for a good life for those who are educated and
interested, it means little to many others. Although
probably everyone had at least some vague feeling of
these many minor and major deprivations of freedom,
manipulations, and patronizations, although everyone
knew that in this or that situation he had to act in a
certain way so as not to give offense ideologically, and
although everyone had developed a feeling that he was
being led on a leash which could be pulled tighter at any
time, [ still believe that this was not considered so
important by most as to play a decisive role in his
decisionmaking. I am rather convinced—and 1 say this
although I know how unpopular it is—that many could
have relatively easily dealt with this rigidity of social life
if, yes if consuming had been more successful! I believe
we have to acknowledge tlis fact soberly if we want to
arrive at useful ideas as to how the emigration stream
can be restricted.

Change of Life

The above-named motivations are all rooted in materi-
alistic or ideological conditions. The following is rooted
in the specifics of the typical life of a normal citizen,
specifically the socialist citizen. I believe that with many
who decide to emigrate, there is a subliminal motive to
bring about another change in his life. People in their
forties and fifties are especially predestined for this.
Following a normal, average biography in the GDR, at
the age of 30 or 35 at the latest all major obstacles to
entering adult life have been overcome and one is
essentially “stabilized.” Education completed, he has
been able to establish himself in his occuppation for the
first years, and often has found his life’s position. He has
a family, and after years of struggle has succeeded in
getting an appropriate apartment which often times he
will keep until the end of his life. He has most often also
traveled to all vacation spots in the European CEMA
countries he can afford to visit, as far as Bulgaria. Such
an ordinary GDR citizen is (or was) in the following
position: he has reached and explored everything, or at
least very much of what is possible, and everything that
is still possible is hardly made of the stuff for serious goal
setting, at least not day after day, year after year. This
will consist of repetitiveness and, at best, shallow cli-
maxes. He sees his children grow up and feels himself
growing old.

Added to that is the result of an almost total social
security. As desirable as this is in itself, it makes it
possible to plan most of one’s life, but it also predeter-
mines it. There is no need to really struggle for the
security that has been achieved. Too limited are the
possibilities of planning a more far-reaching or unor-
thodox life, perhaps even to try out different life styles,
or at least to engage in extraordinary hobbies. The
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ordinary citizen who has no plans for an extraordinary
career and is not among the nouveau riche (who, even in
the GDR have exorbitant travel possibilities), knows
what is ahead of him until his life’s end. What he misses
and what he seeks are the many small attainable adven-
tures which make life more diverse and more interesting,
and possibly also the challenges which force him to prove
himself a man and which, when met, hold the promise of
happiness. [ believe that the need for change in one’s life,
to begin something entirely new, is spreading not only in
the GDR but also in the West. There, however, this
desire vents itself in different ways, finds other avenues
of fulfillment. But what would be more immediate for
the GDR citizen than to pursue the actual or perhaps
only the imaginary enticements of the West?

I have attempted to analyze the motives which cause
people to leave the GDR. Presumably, only the most
frequent and most essential could be considered. I did
not speak of police encroachments, state police arbitrari-
ness, spying, intimidation, and uncertainty of civil rights
because no matter how strong a role they may have
played in individual cases, in my opinion they do not
come close to explaining the mass character of the
emigration phenomenon. One must not forget that rea-
sons and motives for continuous emigration have existed
since nearly the beginning of the GDR’s existence and
have basically always remained the same.

The question of motives could also be turned around:
what are decisive reasons for not seriously considering
such a step, for staying here? One could perhaps say that
there is no need for any special reason for people to want
to stay and continue to live where they are already living.
Only changes require decisions, generally only they are
subject to substantiation and justification.

It seems to me, however, that such an approach does not
do justice to the facts. To the degree to which there is a
real possibility for leaving the GDR, the question of
whether one makes use of this possibility is up for
debate. The entire republic is concerned with the emi-
gration subject. I dare not estimate what percentage of
GDR citizens, i.e., families has seriously considered this
question and made a decision. Surely many, many more
than those who have emigrated or plan to do so. To that
extent I think the reasons which are decisive for GDR
citizens to either not even consider taking such a step or
else after serious consideration not do so ought to be of
interest.

Let me say at the outset: I consider the number of people
who consciously decide for the GDR out of political-
ideological reasons or even more so, out of social con-
viction, to be relatively small, so small that no election
could be won with that percentage of the population.
This does not mean that not many could name or know
how to appreciate the advantages of socialism. Most
know how to appreciate the humanistic ideals of the
socialist idea. But for very few are the ties to socialism
(sworn to again and again in the official propaganda up
until now) to the state and and its representatives, as well
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as the ““socialist consciousness™ so highly developed as to
sacrifice their personal happiness (or what they consider
that to be). Reasons for staying are for the most part
different, actually quite simple and understandable, and
have nothing at all to do with not surrendering to the
glitter of capitalism or having a proletarian class con-
sciousness or something similar, or because one finds life
in the GDR so extraordinarily beautiful. Probably the
main reasons for staying are the risk of starting over, age,
ties to home and those left behind, the task of what has
been achieved. These reasons—and let me emphasize
again that only average considerations are of interest
here—are of an entirely apolitical nature, so that no vote
for actual socialism can be concluded from the fact of
staying in the GDR.

I consider the economic situation in the GDR, the low
standard of living and the absence of any hope that this
gap could grow smailer to be the ultimate decisive reason
for leaving the GDR and living in the FRG.

Assertions to the contrary may apply to individual cases,
but not on the average. In my view, a realistic assessment
leads one to view with scepticism and suspicion the
freedom/democracy motive often pushed into the fore-
ground (by those concerned as well). After all, when
questioned in front of Western cameras, one knows what
is suitable and which aphorisms, in which context, they
want to hear.

Because this admission is not easy—here the author is no
exception-—it is useful to remember that the economic
upswing in Germany after 1933 was sufficient for the
majority of Germans to find national socialism an
acceptable political system. I am skeptical as to whether
we have learned much since. To put it differently: I am
convinced that the bourgeois free-democratic order of
the West will be considered by the majority as absolutely
worthy of defense only as long as it also assures a greater
satisfaction of material consumer needs.

Whoever does not want to believe that material con-
sumer needs are in first place dangerous in view of
today’s demands should honestly consider the following:
let’s assume the West would have to pay for its demo-
cratic political system (from which we can learn a few
things) with a comparatively clearly lower standard of
living, while an economic superiority of the East Bloc
was bought at the expense of the until recently prevailing
political conditions with its lamented undemocratic
characteristics. Who believes that under those condi-
tions the emigration problem in the GDR would be a
problem worth taiking about? I am convinced that, with
the concept of the good life presently prevailing in East
and West-—it would not present (i.e., have presented) a
serious problem for the overwhelming majority of GDR
citizens to make peace with the old, undemocratic social
structure, the ideological patronization, even the soci-
ety’s hypocritical mendacity born of fear, if only every-
thing were all right with consumerism. The entire “psy-
cho-social history” of the GDR is basically living proof
of how people succeed in adapting to such conditions
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and to live comfortably with them. Everyone can prob-
ably think of examples of how shockingly insensitive
people can be when it comes to manipulation and
degradation of their person, while they are quite alert
when it comes to uncovering a supposed injustice in the
distribution of a few marks of bonus!

In fact, the justified, sadly imperative, but too long
unmet demand for democratic reorganization of the
political system of socialism figures only marginally in
the primary emigration motive, no more! The primary
motive is economic in nature; it relates to the hoped for
better consumer opportunities, the lucrative consumer
goods, the more colorful diversity of social life and the
real travel opportunities. To believe anything else would
mean to indulge in a beautiful illusion. The motive of
gaining the enjoyment of freer and more democratic
conditions does play a role, but is not decisive for the
decision of the GDR citizen to emigrate.

It is not my intention to look down on the ““‘masses” like
an elitist and to reproach them with ignoble motives. No,
for that we are all—and here I really mean all—much too
weak. 1 would only plead that at this particular time,
when our society seems to have undergone an epoch of
fundamental change, we work on a minimum of honesty
with ourselves. If we want to ban constant lying from our
society, then we must first be prepared to admit our true
motivation to ourselves.

This fundamental change—thought impossible until
recently—is still largely without any conception. We
know more precisely which social conditions and insti-
tutions we think need reform and replacement than we
know how reform should take place and what form of
society would be desirable. Conceptual thinking is
needed for a solution to the problems. The formulation
of well meaning demands is important, to be sure (espe-
cially at the inception of the movement), but it is not
sufficient. Demand lists must be judged with respect to
the possibility and the consequences of their implemen-
tation; this also means that their inner coherency must
be considered. If we want to consciously recreate our
society and guard against unpleasant surprises, it is
indispensable that we recognize the real motives, that we
understand what the people, what we ourselves want and
in which direction we are drawn.

The calamity of socialism shows that social conditions
which ignore or fail to satisfy basic needs of the masses
cannot be maintained permanently by humane means.
Every practical social innovation is ultimately depen-
dent on acceptance by a majority within a society. For
this reason reform efforts cannot avoid analyzing objec-
tively and without illusions the actual needs of people in
order to arrive at ways for necessary changes.

My remarks about the paramount significance of material
consumer needs address themselves primarily to those who
would like to cling to the concept of socialism and wish that
the reform process leads to a society which can still, even
more than before, call itself “socialist.” The prerequisite for
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a truly improved acceptance of the socialist system is (next
to its democratization) the increase in its economic strength.
The trend that socialism is losing ground economically
would have to be reversed. Even if this were to succeed—
whereby I am convinced that nobody knows how this could
succeed—it would probably take decades in order to reach a
comparable material standard of living. Still, a change in
trend could significantly change the mood in our country.
Be this as it may! It must be expected that the processes of
democratization, including greater freedom to travel, will
not stop the wave of emigration for the present. I believe
that we must count on great and difficult to handle losses for
a long time. Such a development could further aggravate a
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few of the unsolved problems which are at the bottom of the
desire for emigration. It must further be considered that
easier travel and greater freedom of movement in the choice
of residence, including the possibility of return to the GDR,
reduce the emigration risk for the individual and thus
reduce the obstacle for taking such a step. In addition,
greater freedom of movement offers better possibilities of
long-range planning for emigration, to build the new nest
before finally leaving the old one, as it were.

After the initial climax of emigration wave has waned,
we will have to count on a continuing efflux on a reduced
level. We should be prepared for this!




22161
68
NTIS
ATTN: PROCESS 103
5285 PORT ROYAL RD

SPRINGFIELD, VA 22161

This is a U.S. Government publication. [ts contents in no way represent the
policies, views, or attitudes of the U.S. Government. Users of this publication may
cite FBIS or JPRS provided they do so in a manner clearly identifying them as the
secondary source.

Foreign Broadcast Information Service (FBIS) and Joint Publications Research Service (JPRS)
publications contain political, economic, military, and sociological news, commentary, and other
information, as well as scientific and technical data and reports. All information has been obtained from
foreign radio and television broadcasts, news agency transmissions, newspapers, books, and periodi-
cals. ltems generally are processed from the first or best available source; 1t shouid not be inferred that
they have been disseminated only in the medium, in the language, or to the area indicated. ltems from
foreign language sources are translated; those from English-language sources are transcribed, with
personal and place names rendered in accordance with FBIS transliteration style.

Headlines, editonal reports, and material enclosed in brackets [] are supplied by FBIS/JPRS.
Processing indicators such as [Text] or [Excerpts] in the first line of each item indicate how the
information was processed from the original. Unfamiliar names rendered phonetically are enclosed in
parentheses. Words or names preceded by a question mark and enclosed in parentheses were not clear
from the original source but have been supplied as appropriate to the context. Other unattributed
parenthetical notes within the body of an item originate with the source. Times within items are as given
by the source. Passages in boldface or italics are as published.

SUBSCRIPTION/PROCUREMENT INFORMATION

The FBIS DAILY REPORT contains current news
and information and is published Monday through
Friday in eight volumes: China, East Europe, Soviet
Union, East Asia, Near East & South Asia, Sub-
Saharan Africa, Latin America, and West Europe.
Supplements to the DAILY REPORTs may also be
available periodically and will be distributed to regular
DAILY REPORT subscribers. JPRS publications, which
include approximately 50 regional, worldwide, and
topical reports, generally contain less time-sensitive
information and are published periodically.

Current DAILY REPORTSs and JPRS publications are
listed in Government Reports Announcements issued
semimonthly by the National Technical Information
Service (NTIS), 5285 Port Royal Road, Springfield,
Virginia 22161 and the Monthly Catalog of U.S. Gov-
ernment Publications issued by the Superintendent of
Documents, U.S. Government Printing Office, Wash-
ington, D.C. 20402.

The public may subscribe to either hardcover or
microfiche versions of the DAILY REPORTs and JPRS
publications through NTIS at the above address or by
calling (703) 487-4630. Subscription rates will be

provided by NTIS upon request. Subscriptions are
available outside the United States from NTIS or
appointed foreign dealers. New subscribers should
expect a 30-day delay in receipt of the first issue.

U.S. Government offices may obtain subscrip-
tions to the DAILY REPORTs or JPRS publications
(hardcover or microfiche) at no charge through their
sponsoring organizations. For additional information
or assistance, call FBIS, (202) 338-6735,or write
to P.O. Box 2604, Washington, D.C. 20013.
Department of Defense consumers are required to
submit requests through appropriate command val-
idation channels to DIA, RTS-2C, Washington, D.C.
20301. (Telephone: (202) 373-3771, Autovon:
243-3771))

Back issues or single copies of the DAILY
REPORTs and JPRS publications are not available.
Both the DAILY REPORTSs and the JPRS publications
are on file for public reference at the Library of
Congress and at many Federal Depository Libraries.
Reference copies may also be seen at many public
and university libraries throughout the United
States.



